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group of people who share more common interests 

in the governing of the United States than do those 
of us here. Most of the businesses you represent do work for 
the government. Many of you like myself have at times taken 
leave from your private concerns to serve the public welfare. 
Without your support the defense of the United States could 
not be maintained. There will always be many matters at 
issue between us and many problems of government-business 
relations to be resolved. But I doubt that there will ever be 
major insoluble differences between us when the security of 
our country is at stake. And veritably it is today. 

It seemed to me, therefore, that rather than dwell on our 
problems—and we have them to deal with—I should try to 
develop further for you the thinking behind our present 
defense policies and programs. It has been my observation 
that the only way to keep the Government's defense policy 
clear in the minds of those not in Government is by constant 
reiteration. Inevitably, in the course of public discussion, mis- 
interpretations and misunderstandings of defense policy de- 
velop. It may be because we in Government fail to make 
ourselves clear in the first place. Perhaps we take it too much 
for granted that having once stated a policy we have fulfilled 
our task of achieving public understanding. Or perhaps the 
subject is so complex that it requires a continuing dialogue 
between the Government and the people. Whatever the reason, 
I am convinced that we have not yet succeeded in getting 
across to the public at large a full understanding of the defense 
policies we are now pursuing. Even for such well informed 
individuals as yourselves, it could be worthwhile for me to 
restate our defense objectives and what we are doing to achieve 
them. 

Twice in this century we have gone unprepared into global 
conflicts and then waited until the war potential of our 
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economy could be called upon to see us through. Today, now 
that quick nuclear destruction has become possible, we can 
no longer place such reliance on long-range potential and 
second chances. We therefore plan to obligate, in this current 
fiscal year, about $50 billion for military readiness and civil 
defense, the largest security expenditure for any peacetime 
year in our history. This figure is an increase of $6 billion 
above a year ago, and $9 billion higher than the year before 
that. Actual expenditures, which will rise to about $47 billion 
this year, can be expected to climb still higher in subsequent 
years unless we achieve significant reductions in the world’s 
international tensions. 

How do we go about the conversion of these vast sums 
into defense programs to support our national policies? 

First of all, in January of this year, the President set in 
motion a major review of our defense posture and policies 
which has already brought some significant changes, including 
the budget increase I have just mentioned; and further 
changes are still being considered. One of the President's con- 
clusions was that our arms must be adequate to protect our 
commitments and ensure our security without being bound 
by arbitrary budget ceilings. At the same time he envisaged 
that military economies would result from management im- 
provements in government and industry, and ultimately per- 
haps from agreements for the control and limitation of arms. 
The President was determined that our strategic power must 
be sufficient to deter any deliberate nuclear attack on this 
country or its allies by being able to survive a first strike 
by the enemy with sufficient arms to penetrate his defenses 
and inflict unacceptable losses upon him. 

President Kennedy also called for greatly increasing our 
ability to handle lower levels of conflicts, including local wars 
and those sub-limited, guerrilla-type struggles which have con- 
stituted the most familiar threats to the free world since 1945. 
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ROSWELL L. GILPATRIC 


He has also determined to improve the flexibility of our 
defenses, by improving our ability to make swift, selective 
responses to enemy attacks on the free world + ardless of 
time, place or choice of weapons. At the same time the new 
Administration embarked upon a political action program 
designed to reduce the danger of general thermonuclear wat 
due to error or enemy miscalculation or the runaway spread 
of a smaller conflict. Thus, while we are making all honorable 
efforts for a diplomatic solution to the problems of Berlin and 
Germany, we are intensively studying the organizational and 
technical aspects of our “command and control” systems to 
assure a controlled response to any form of aggression. 

Berlin is the emergency of the moment, because the Soviets 
have chosen to make it so. We have responded immediately, 
with our western allies, by reinforcing our garrisons in that 
beleagured city. We have called up some 150,000 reservists, 
increased our draft calls and extended the time in service of 
many who are already in uniform. These are the so-called 
quick-fix measures which we have invoked to improve the 
western tactical position in Berlin and remind the Soviets 
that the city is not an open invitation to that variety of ag- 
gression which has been described as the salami, or one slice 
at a time, method. 

But our real strength in Berlin—and at any other point in 
the perimeter of the free world’s defenses that might tempt 
the Communist probes—is much more broadly based. 

Our confidence in our ability to deter Communist action, 
or resist Communist blackmail, is based upon a sober ap- 
preciation of the relative military power of the two sides. We 
doubt that the Soviet leadership has in fact any less realistic 
views, although this may not be always apparent from their 
extravagant claims. While the Soviets use rigid security as a 
military weapon, their Iron Curtain is not so impenetrable as 
to force us to accept at face value the Kremlin’s boasts. 

The fact is that this nation has a nuclear retaliatory force 
of such lethal power that an enemy move which brought it 
into play would be an act of self-destruction on his part. 
The U. S. has today hundreds of manned intercontinental 
bombers capable of reaching the Soviet Union, including 600 
heavy bombers and many more medium bombers equally 
capable of intercontinental operations because of our highly 
developed in-flight refueling techniques and world-wide base 
structure. The U. S. also has 6 POLARIS submarines at sea 
carrying a total of 96 missiles, and dozens of intercontinental 
ballistic missiles. Our carrier strike forces and land-based 
theater forces could deliver additional hundreds of megatons. 
The total number of our nuclear delivery vehicles, tactical as 
well as strategic, is in the tens of thousands; and of course, 
we have more than one warhead for each vehicle. 

Our forces are so deployed and protected that a sneak attack 
could not effectively disarm us. The destructive power which 
the United States could bring to bear even after a Soviet 
surprise attack upon our forces would be as great as—perhaps 
greater than—the total undamaged force which the enemy 
can threaten to launch against the United States in a first strike. 
In short, we have a second strike capability which is at least 
as extensive as what the Soviets can deliver by striking first. 
Therefore, we are confident that the Soviets will not provoke 
a major nuclear conflict. 

It might be appropriate at this point to say a few words 
about the Soviet’s announced intention to explode a 50 mega- 
ton thermonuclear device at the end of October. Our own 
scientists and military leaders examined the utility of weapons 
of this and even larger yields several years ago and concluded 
that the military value was so questionable that it was not 
worth developing such weapons even though we had the 
know-how and capacity to do so. While there might be some 
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military advantages from extremely large yields, there are 
also operational disadvantages. It is therefore quite clear that 
the Russian’s primary purpose is terror. With the customary 
Soviet heavy-handedness, the timing has been chosen with 
one eye on Berlin and the other on the 22nd Party Congress. 
Perhaps this is also the Soviet Union’s answer to the dis- 
cordant voice from its populous neighbor to the south. 

As to the test itself, explosions of this size are not necessary 
for development purposes. As pointed out in a recent White 
House statement, “we believe the peoples of the world will 
join with us in asking the Soviet Union not to proceed with 
a test which can serve no legitimate purpose and which adds 
a mass of additional radioactive fallout.” If the Soviets pro- 
ceed with such an unnecessary and possibly risky test, despite 
urgings to the contrary, we trust that this latest outrage will 
remove the doubts of even their most indulgent apologists 
among the non-aligned nations who failed to protest the 
Soviet resumption of testing during the Belgrade Conference. 

Notwithstanding what the White House called the “un- 
confessed political purpose” behind this particular test, we 
must and we do take seriously the Soviet Union's military 
technology and the likelihood of future improvements in its 
nuclear strike posture. We are therefore increasing the sur- 
vivability of our retaliatory force by programs of hardening, 
concealment and mobility. We have accelerated deliveries of 
POLARIS submarines and hastened the development schedule 
for a greatly improved version of the missiles they carry. We 
have expanded the development of the MINUTEMAN, our 
solid-fuel, land-launched missile and enlarged its production 
capacity. We are proceeding simultaneously with the develop 
ment of advanced air-to-ground missiles, such as the SKY- 
BOLT, in order to extend the useful life of the manned 
bomber further into the missile age. 

To protect the deterrent effect of our existing bomber 
forces, we have upped the number of planes on ground alert, 
and we are working to increase the dependability of our 
warnings against surprise attack by installing bomb alarm 
detectors and signals at SAC bases and other key points. Our 
planners are working on many other important research pro- 
grams such as missile defense and penetration aids, satellite 
based communications systems and possible military uses of 
space. 

In the interest of protecting our civilian population from 
radioactive fallout, we have made a fresh start on a national 
shelter program under the aegis of the Department of Defense 
to which have been transferred important new responsibilities 
in the civilian defense field. - 

The weapons that form the backbone of our deterrent 
strength are formidable, and we intend to keep them so. But 
if we had no effective weapons but the big ones, a small 
scale communist aggression could confront us with a choice 
between the risk of general war and a political retreat. Hence 
we ate looking to the condition of our conventional forces, 
so that a potential enemy may not be tempted to steal from 
under our noses, gambling that we would not call out the 
weapons of massive nuclear destruction in response to am- 
biguous aggression or deliberate probing by the enemy. Let 
me make clear that we are seeking to acquire flexibility rather 
than rigidity in the options open to us. This requires a 
strengthening of conventional, non-nuclear arms; it does not 
tule out the use of tactical nuclear weapons in a limited war 
if our interests should so require. 

We are placing a new emphasis on our ability to meet 
limited and guerrilla warfare by expanding research on con- 
ventional weapons, improving air and sealift capacities for 
moving large numbers of troops to crisis areas on short notice, 
and increasing the procurement of the weapons for limited 
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war. The substantial additional purchases of conventional 
weapons and equipment include tactical aircraft, tanks, rifles, 
personnel carriers, artillery and stocks of ammunition. 

I might note here that our Military Assistance Program is 
designed to deal with aggression in its incipient phases, by 
helping friendly nations to improve their internal security and 
making local wars and forays against them unprofitable. Our 
assistance to our NATO allies should also help to deter 
general war. 

As the pressures have mounted on Berlin, we have retained 
in service or reactivated ships and planes with tactical, troop- 
carrying or anti-submarine capabilities. We have at the same 
time started to draw on available manpower pools for sub- 
stantial increases in the armed services totaling to date about 
325,000 men, by extending active duty tours, stepping up 
the draft, and by recalling reservists to active duty. 

These immediate measures are concerned chiefly with 
Berlin. No one can say how long that crisis will be with us, 
or where the next Soviet experiment in international anxiety 
may be scheduled. Probably we are in for a period of pro- 
tracted tension and we are making our plans accordingly. 
Southeast Asia is currently under severe pressure, and other 
areas are not immune. 

Obviously, it would be to the advantage of an adversary 
if we let him rush us into a succession of mobilizations and 
demobilizations according to his dictates. Instead, it is to our 
advantage to maintain a ready force of well-equipped regulars 
which can be augmented in a relatively short time by trained 
reserve forces. Accordingly, the Army's current goal is to 
ready a number of priority Reserve or National Guard divi- 
sions for call-up on not more than eight weeks’ notice. This 
Army plan will, of course, require corresponding stocks of 
modern weapons and ammunition to be on hand, and the 
complementary air and naval units must be brought to active 
duty status with comparable speed. 

This program of accelerated reserve training and modern 
weapons improvement is intentionally short of full national 
mobilization, but ‘evertheless gives us a very real addition 
to our forces in Europe. First, we and the other Western 
powers have agreed to bring up to full strength our present 
units in the Central European Theater. At home, meanwhile, 
we are converting to combat readiness the three of our Army's 
14 divisions previously engaged in training missions. Later 
this year, therefore, this country will have ready for immediate 
deployment six Army divisions and two divisions of Marines, 
plus the two National Guard divisions already recalled and 
any other reserves that may hereafter be ordered to duty. Thus, 
if the clouds over Berlin should darken further between now 
and winter, the Defense establishment could move to Europe 
on short notice six or more divisions, more than doubling, 
if need be, the potent American fighting forces currently as- 
signed to NATO. Meanwhile, large amounts of military equip- 
ment and supplies are being prepositioned overseas. 

Concurrently with the Army build-up, a number of Air 
National Guard fighter units have been recalled to provide 
the necessary air cover and support overseas, and the Air 
Force has also augmented its airlift capacity by canceling the 
deactivation of certain transport squadrons and calling up 
others. 

For its part, the Navy is improving its amphibious trans- 
port, taking action to permit the assignment of a third carrier 
to the 6th Fleet in the Mediterranean, and extending anti- 
submarine patrols on the North Atlantic sealanes. The result 
will be a general strengthening of naval readiness around the 
world, thereby bolstering our national deterrent strength and 
contributing importantly to U. S. resources for limited war. 
The Navy is constantly improving its vessels through mod- 
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ernization and the procurement of more advanced weapons 
systems. Nuclear submarines are entering the fleets in in- 
creasing numbers; guided missiles are replacing guns on 
destroyers, frigates and cruisers, and Mach 2 speed aircraft 
are operating from attack carriers. 

Our present plan, as I have indicated, is to count on a 
ready reserve as a means of quick force augmentation in 
emergencies. The alternative, which has its advocates, would 
be substantial increase in our permanent force levels. Let us 
take a look at the choice we face. 

For every fighting man added to our active military forces, 
the cost is a least $5,000 a year just for pay and allowances, 
subsistence, clothing and transportation, without counting the 
modern combat equipment he needs, ranging from infantry 
rifles to the latest in nuclear submarines. A larger standing 
Army would also mean greater overhead costs, in terms of 
more military installations and added administrative and sup- 
port facilities. In the long run, as individual duty tours and 
enlistments are completed, training costs for replacements 
would also go up. 

The Ready Reserve is much less costly to maintain. Mem- 
bers of reserve units are paid only for their weekly and 
annual training periods. The major items of equipment they 
require, such as air and sea transport, heavy artillery and 
tactical aircraft, need not be constantly exercised and can 
be provided by Air Force and Naval Reserve units when 
Army reservists are called to active duty. 

In reviewing our current preparedness programs, which 
have already been brought up to record levels for non-war- 
time, we have asked ourselves whether we could buy enough 
extra protection by further enlarging our permanent forces 
to offset the added costs and disadvantages I have mentioned. 
The answer appears to be no. We must ever be mindful, 
however, of the fact that the Moscow-Peiping axis is capable 
of generating simultaneous crises in widely separated parts 
of the globe. The free world could conceivably be faced with 
critical situations at the same time in more than one area 
of the world. Should it prove necessary to deploy U. S. 
forces in support of two or more threatened areas, additional 
Reserve and National Guard divisions could be activated 
in order to provide impressive increments to our strength. 

We recognize, of course, that divisions yet to be mobilized 
represent potential power rather than power in being. Were 
it to become apparent that to deal with multiple trouble situa- 
tions a further increase in our permanent forces is needed, 
then the Congress will be asked to make the required resources 
available, and all of us will be called upon for new sacrifices 
of money, time and energy. Until that contingency occurs, 
our reserve program should give us strength and flexibility 
in the most economical manner. 

As we hasten the build-up of our conventional forces, we 
might remind ourselves that, after all, the nations of the 
NATO alliance have more people, greater economic resources 
and further advanced technologies than all of the Warsaw 
Pact countries combined. Moreover, the Soviets may well 
have reason to doubt the military dependability of their Euro- 
pean satellites in a showdown. 

Let me sum up, then, where our defenses stand today. First, 
we continue to rely on our strategic nuclear weapons to con- 
vince a would-be aggressor that he could not emerge standing 
from a general war of his own instigation and we are keeping 
those weapons up to date. Second!ly, we are rapidly strength- 
ening our conventional weapons and increasing our ready 
reserve of trained manpower, to give us an improved, third 
choice between all-out nuclear retaliation and retreat. Thirdly, 
we are endeavoring to strengthen and improve the military 
defenses of our friends in the world in accordance with their 
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ROBERT T. OLIVER 


needs, with special attention to preventing or confining limited 
wars, subversion and guerrilla-type insurgency. 

We are determined to have flexibility in our choice and 
mobility of weapons, and in our capacity to respond to 
repeated crises in the long run without the dislocation of our 
entire economy. 

The Soviet’s bluster and threats of rocket attacks against 
the free world—aimed particularly at the European members 
of the NATO alliance—must be evaluated against the hard 
facts of United States nuclear superiority which I discussed 
earlier. Although we are confident that we would ultimately 
prevail in a test of strength no matter at what level conflict 
might be initiated by the Soviet Union, this does not alter 
our determination to seek a peaceful solution to the world’s 
problems. 
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But those who would impose a totalitarian world order 
and deny men and nations the right to pursue their own 
destinies should understand one point very clearly. The United 
States does not seek to resolve disputes by violence. But if 
forceful interference with our rights and obligations should 
lead to violent conflict—as it well might—the United States 
does not intend to be defeated. As the President reminded 
the world at the UN last month, our country has both the 
will and the weapons to join free men in standing up to their 
responsibilities. We in the Defense Department believe that 
the proper exercise of our will and the development and 
management of our weapons will eventually force the Soviet 
Union to participate with us in a step-by-step program to 
guarantee the peace which so many nations earnestly desire. 


Policy In The Midsi 


Of The World Revolution” 


THE PERMANENT AND THE TRANSIENT IN AN AGE OF OBSOLESCENCE 


By ROBERT T. OLIVER, Professor and Head, Department of Speech, The Pennsylvania State University; former consultant on 
International Affairs to the Republic of Korea; author of Syngman Rhee: Man Behind the Myth, Verdict in Korea, etc. 
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my remarks for this evening particularly to this 

audience. One way was to discuss the sick world—and 
no one can doubt it is highly feverish—in terms of diagnosis 
and treatment. This was tempting, because as nurses you know 
that laymen commonly are concerned with symptoms rather 
than with causes of disease, which often gives a ludicrously 
false notion of what is wrong and what needs to be done 
about it. I think it would not be difficult to demonstrate 
that laymen also make the same error in thinking about in- 
ternational relations. 

The second method of adaptation that also seemed ap- 
pealing for a time was to select those particular aspects of 
the world situation that might be of special interest to your 
profession—the growth of population, the prevalence of 
hunger, the lengthening of the life span through public 
health measures, the problems of the rapidly developing under- 
developed nations. This method also had some appeal, for what 
we all are primarily concerned about is the welfare of in- 
dividuals, regardless of national boundary lines and ideologies. 

What I have decided to do, however, is to talk to you 
simply and straightforwardly about how we ordinary American 
citizens can set about analyzing the world situation in an effort 
to make sense of it—to see where we are going, and why, 
and what our future is likely to be. This is the kind of problem 
that concerns all of us, not as nurses or as professors, but 
as men and women with our own lives to live and with 
the future of our children to think about. 


I 


In the first place, when we read the newspapers and when 
we get together to talk about American foreign policy, it 
seems to me there are five simple but valuable guide-lines 
by which we should try to govern our thinking. 

First, we should try to think in terms of practicalities, 
not of impossible ideals. It does no good, and it simply 
confuses the issues, for us to retreat from reality into the 
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never-never land of dreams and fantasies. What good does 
it do to indulge in such wishful evasions as: “Why can't 
we human beings act like rational creatures?” “Why don’t 
the Russians and the Allies just get together and talk things 
over like sensible people?” Or “If everyone would be truly 
Christian, or intelligent, or pure of heart, we could settle 
all these problems in a hurry.” People are people, and gov- 
ernments are governments. We must deal with problems and 
possibilities as they are, not as we wish they were. 

Second, we have to deal with the situation as it exists 
today. We cannot turn back the clock and eliminate errors 
that have been made. Germany, and Korea, and Vietnam 
ought not to have been divided. Castro should not have been 
allowed to seize power in Cuba. The African colonies should 
have been much better prepared for self-government during 
the past several decades. We should have insisted on some 
fundamental settlements while the United States had a 
monopoly on the atomic bomb and while we were the only 
nation in the world with a sound economy. All these things 
are true, but we can’t wipe the slate clean and start all over 
again. Every decision we now can make is already largely pre- 
determined by past events—just as every action we now 
may take will shape and determine our possibilities in the 
future. 

Third, when we criticize what our Government is now 
doing, it should be done in terms of constructive suggestions 
for better policies or wiser methods. Partisan sniping seems 
peculiarly unproductive in the realm of international affairs. 
Many of us criticized Truman and Acheson; then we found 
the same kinds of fault with Eisenhower and Dulles; and 
now it appears that Kennedy and Rusk are not doing any 
better. Criticizing our leadership has very little value except 
as a release for our emotional frustration. A good test for 
each of us to keep in mind is this question: “What would 
I do if I were the Secretary of State?” This is the best prescrip- 
tion I know of for encouraging a realistic approach to Ameri- 


can foreign policy. 
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Fourth, we cannot evade our responsibility as citizens 
on the assumption that we do not have available the facts 
on which decisions should be based. Of course President 
Kennedy gets some detailed information on Berlin, and Cuba, 
and Vietnam that we ordinary citizens do not have. The 
precise timing of actions and the determination of some of 
the tactics to pursue do surely depend on secret data known 
only to the Executive, On the whole, however, the significant 
facts concerning all the major international issues are com- 
pletely available to anyone who takes the trouble to keep 
up with the news. For more than twelve years I served in 
a very intimate capacity in the inner councils of the Korean 
Government, dealing with foreign policy matters; and from 
this experience I am convinced that we should not shrug 
off our own responsibility on the theory that our leaders 
somehow have insights and knowledge that we are unable 
to share. The very theory of democracy rests on the dominance 
of public opinion—and we have a duty to help form it. 

The fifth of these suggested guidelines for thinking about 
international problems is that we learn to look beneath the 
surface of contemporary crises, to try to fix our attention on 
the basic trends that persist over a long period of time. Events 
flow rapidly, but the basic factors that affect human affairs 
remain relatively stable. We can avoid a lot of fuzzy thinking 
and emotional turmoil by developing the habit of historical 
thinking. This does not mean that we should wave aside 
concern about urgent problems with the airy assurance that 
“it will be all the same a thousand years from now.” It 
does mean that nations, like individuals, should learn from 
experience. In other words, if we refuse to profit from mis- 
takes of the past, we shall be condemned to repeat them. 


II 


As we try to look through the booming, buzzing, confused 
mass of world problems to the solid realities that underlie 
them, I think the major fact that emerges is that changes 
occur with dizzying speed, but that on the whole the changes 
are in a predictable direction. The huge and over-riding fact 
that needs to dominate our thinking is that we are living in 
an Age of Obsolescence. 

Mankind has always lived in the midst of change—but 
never before in such a tornado of re-arrangements and de- 
velopment as that which besets our own generation. We 
human beings are creatures of habit. Our minds get set into 
patterns. We long to be left alone, to do as we have done, 
to think as we have thought, to live as we are used to living. 
But this hope is vain. We live in a period of tremendously 
rapid transition. The values we have clung to have to be 
re-assessed. Old methods no longer work. New ones must 
be tried. The way of life into which we were born is not 
yet obsolete—but it definitely is obsolescent. 

As we try to peer into the whirlwind to see where it is 
heading, it seems to me there are four major types of change 
to which we need to be alert. 

The first of these is that the cultural context for each one 
of us has become world-wide. The comfortable isolationism 
of the past is gone forever. The United States is no longer a 
psychological island in the midst of the Atlantic community. 
Whether we like it or not, we have to try to understand 
Asia, Africa, the Middle East, and Latin America. Global 
news is fed into our homes several times a day. Military 
rockets with a range of six thousand miles are forcing us to 
plan and build bomb shelters in our own homes. Our own 
sons are liable for military service—and many of us are right 
now getting letters from them addressed from Germany or 
Okinawa. 

The world, every part of it, affects us, every day of our 
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lives. Similarly, what we do, day by day, is no longer our 
own business but is a matter of global interest. What we teach 
in our schools is determined in part by Moscow and Peiping. 
How we treat our American Negroes is front-page news 
around the world. The rise and fall of our stock market and 
what we do about our five million unemployed are fever 
charts that help determine the policies of nations we never 
even have heard of. The view that every religion except 
our own is paganism or idolatry is a juxuty we no longer 
can afford. The world may not yet be one family, but it 
certainly is one community. In much that matters, Asia and 
Africa are just as much a part of our environment today as 
are Mississippi and Massachusetts. 

The second basic factor that underlies the whirl of rapid 
change grows directly out of the first—the comfortable com- 
partmentalization of nations is rapidly ending. We do not 
have and may not soon get world government, but never- 
theless the old privileges and special benefits of independent 
sovereignty are visibly vanishing. We have realized for a 
generation that peace is indivisible—that war anywhere 
threatens war everywhere. Now we are gradually learning that 
human welfare is also indivisible—that poverty anywhere 
threatens our own welfare, even in the midst of our wealth. 
Every day we are suffering consequences because two thirds 
of humanity are under-nourished, under-educated, and under- 
privileged. The old safeguards of tariff walls, immigration 
quotas, and exclusive national currencies are already out- 
moded—not yet, of course, discarded, but obsolescent crudities 
that are manifestly unsuited to deal with the needs of our age. 

Let us glance at just one illustration of the intimacy with 
which all peoples are now bound together, for better or for 
worse. Many Americans are puzzled because the peoples and 
governments of the Afro-Asian bloc, the so-called neutralists, 
insist still on condemning us for “colonialism,” even after we 
(meaning the Western democratic powers) have actually 
set free more than six hundred million people since 1945, 
with the result that the United Nations has grown from 
fifty members to one hundred. How in the world, we wonder, 
can they still think of us as colonial? The answer, I think, 
lies not in policies, but in attitudes. We are the white minority 
in a colored world. Our racist avtitudes, our feeling that there 
inevitably is a line of distinction that separates the white 
people from those who are black, or yellow, or brown, brands 
us around the world as being still colonial minded. This 
world is not going to persist as one-fifth white and four-fifths 
colored. We can’t afford to consider it an achievement because 
thirteen Negro children were admitted to white schools in 
Memphis, Tennessee, without a riot. So long as we remain 
colonial-minded—so long, that is, as we are racist in our 
thinking—we shall continue to be denounced as a colonial 
power. This is one of the facts of the twentieth century which 
we shall be forced to accept. 

The third fact of consequence is that conditions will con- 
tinue to get worse before there is any hope of their being 
better. The complexities are going to become greater, the 
problems even more urgent than they now are. The trend 
into increasing difficulty is easily discernible. 

The population of the world, for one thing, is multiplying 
with amazing speed. One-tenth of the whole human race 
that has ever lived is alive today. The United Srates will 
have a population of four hundred million within another 
forty years. Red China’s population is already close to seven 
hundred million and is increasing at the rate of forty-five to 
fifty millions a year. The “lebensraum” which Hitler made a 
slogan for Nazi expansion has ceased to be an excuse for 
imperialism by nations and has become a genuine need for 
the human race. 
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Natural resources—coal, iron, timber, the top-soil of our 
farm lands—are being used up and wasted so rapidly that 
an observer in space might be pardoned if he mistook 
luumanity for a kind of cancer eating away the earth’s surface. 
Of course human ingenuity is hard at work developing syn- 
thetic substitutes—plastics for wood and steel, atomic energy 
for coal and oil, fresh water from the oceans for use in irri- 
gation, vitamin pills to supplement our foods. One result is 
that a higher and higher premium is being placed on ability 
and on education. An economist whom I respect forecasts 
that by 1970 the United States will be in a major depression— 
but that there will be an urgent demand for scientists and 
workers with technical skills. What this means is that life is 
going to become very much harder for the uneducated masses 
of the world—and they are and will remain the great majority 
of mankind. 

Moreover, despite everything we can do, individualism, 
individuality, and civil liberties are going to become increas- 
ingly harder to defend. The sheer size and complexity of the 
modern world demand ever increasing numbers of rules 
and regulations. Critical international issues demand cen- 
tralized power to make decisions and to enforce them. 
Already Thomas Jefferson-style democracy has been largely 
swallowed up by the welfare state. And regardless of which 
party is in power, the movement toward bureaucracy and 
contol is growing and expanding. 

Democratic and totalitarian governments are becoming more 
and more alike in their methods of governing—through the 
manipulation of public opinion by control of secrecy and 
publicity. On the one hand, high government officials create 
news and focus public attention where they wish by means of 
their public statements—as witness the dominance of the 
front pages of our newspapers by stories flowing out of 
presidential and cabinet-level news conferences. On the other 
hand, every two weeks, in the Pentagon alone, the stamp 
of secrecy is placed on a stack of documents higher than the 
Empire State building. The situation is not one we like. But 
in a world of tensions, dangers, and complexity of relation- 
ships, it is one we cannot avoid. 

The growing complexity and urgency of problems is still 
further illustrated as we look at a map of the world and 
read recent history. Nine hundred million people have been 
gathered under Communist dominance since 1945, and the 
menace is increasingly sharp right now in Southeast Asia, in 
Africa, and in Latin America. Many of the democratic gov- 
ernments established in new nations after World War II 
have been replaced by military dictatorships. Government 
controls are expanding, everywhere, over production, distribu- 
tion, and income. Much of this is bad; some of it is good; 
but all of it emphasizes the tremendously growing need for 
more and more education for the whole mass of the world’s 
population. 

And this brings me directly to the fourth basic factor in 
the world situation—which is that in many parts of the world 
education is already and inevitably out-running economic and 
social developments. To put the matter simply, people are 
getting educated faster than jobs are being created in which 
they can utilize their new skills and knowledge. This is hap- 
pening especially in the rapidly developing under-developed 
nations—and it is creating an explosive sense of mass frus- 
tration. 

I can discuss this with real feeling in connection with the 
Republic of Korea. For eighteen years, ever since 1942, I 
have maintained a close friendship with Dr. Syngman Rhee, 
the first President of Korea—and it was naturally a sad dis- 
appointment when his government was over-turned. It is 
also a satisfaction that history has hastened to justify Dr. 
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Rhee’s record in Korea. He was accused of dominating the 
government too thoroughly, but Dr. Chang Myun, who suc- 
ceeded him, failed utterly because he was not strong enough. 
Dr. Rhee was also accused in some quarters of being dicta- 
torial—but now, under the present military dictatorship in 
Korea, we are seeing by contrast how free and liberal Dr. 
Rkee’s government actually was. The reason why it was over- 
thrown is, I think, rather simple. In a real sense, it was a 
victim of its own success—or perhaps I should say, of its 
partial success. 

To realize what happened in Korea—and what is happen- 
ing in many parts of the world—we need to look at two 
sets of facts and to understand their very close relationship. 
In the first place, when Korea was freed from Japan, 78% 
of the population was illiterate. Dr. Rhee’s government, with 
American help, did a magnificent job of correcting this sad 
deficiency. Within a dozen years, illiteracy was reduced to 
five per cent; more than half a million young people were 
enrolled in senior high schools; and there were 80,000 
students enrolled in more than seventy colleges. This was 
achievement of a high order. However, the second fact is 
that the Korean standard of living was and still is among the 
lowest in the world, with a per capita income of about $105— 
in contrast to the $2,500 per capita income in the United 
States. The Korean Government could educate its people, but 
it-had no magic with which to create wealth or to multiply 
high level jobs. 

The dilemma lies in the fact that you can’t educate the 
sons and daughters of rice paddy farmers, and then send 
them back to the rice paddy farms. Yet this is what happened 
in Korea. It is virtually what happened in Cuba, and what is 
now happening in Africa and in many other under-developed 
parts of the world. The problem is that progress cannot be 
achieved uniformly in education, in social conditions, and in 
economics. People can and do develop knowledge and aspira- 
tions for self-improvement. They do attain to equality and a 
new sense of personal dignity. After that, they can’t be 
restrained in unemployment, under-employment, and in the 
lower echelons of labor. Yet this is precisely the situation that 
confronts us in many parts of the world—and it is rapidly 
becoming a serious threat to stability in many areas. 


Ill 


As we view the various factors I have briefly discussed, the 
question of principal import is: what shall we do about them? 
How and in what ways should American foreign policy be 
re-oriented to deal with these fundamental facts in our Age 
of Obsolescence? . 

First and perhaps most important, I think we should 
emphasize, far more than we commonly do, our feeling of 
unity with the other peoples of the world. Our Declaration of 
Independence stated very well the faith upon which our 
democracy rests—that “all men are created free and equal.” 
Talk of our national rights, or slogans such as America First 
hurt us a great deal in the world community. The principal 
appeal of Communism, I believe, is that it at least pretends 
to be world-wide in, its sympathies and in its concern. For 
selfish reasons, Soviet Russia refuses to recognize the sanctity 
of national boundary lines. For unselfish reasons, we Ameri- 
cans should always stress that the brotherhood of man is of 
more consequence to us than purely national goals. 

Secondly, and closely connected with this first principle, in 
my opinion we should devote not less but more of our 
resources to foreign aid. The time is past when we can build 
a wall around our prosperity. We cannot live in either 
physical or spiritual comfort in a hungry world. The best 
protection we can possibly devise for the American standard 
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of living is to do everything in our power to make it uni- 
versal. This sounds as though I am advising that Americans 
should be taxed for the benefit of African natives and South 
American peons—and this is exactly right. I know the point 
of view is not popular; but there never was a time in all 
history when there was more force behind the saying of 
Jesus that whosoever would save his life must lose it. We 
can serve ourselves best by serving others better. We cannot 
expect the understanding and support of the rest of the 
world while their problem is how to survive, and our prob- 
lem is how to reduce. Our program of foreign aid rests solidly 
upon two foundations—one of which is humanitarian service 
and the other self-interest. Those of us who believe in this 
principle can do our bit by helping to elect poiliticians who 
will vote for more, not less, foreign aid. 

Thirdly, I wish that somehow we could become as evange- 
listic for democracy as the Communists are for communism. 
Personally, I don’t believe in ethical neutralism. I don’t 
believe our foreign aid should be given without any strings. I 
do believe we should help the people who are doing their 
level best to develop democracy and to maintain the decencies 
of international relations. In my view we should do everything 
in our power to keep Red China out of the United Nations. 
I can see very little reason for giving two billions of dollars 
to Yugoslavia, as we have done since 1948. My own prefer- 
ence is for channelling our aid largely to people who are 
doing their best to live in freedom and who cherish the 
ideal of international cooperation. 

Finally, under existing conditions it is my conviction that 
we should maintain the strongest military force in the world 
—while, at the same time, we continue to do everything 
we can to establish a workable system of disarmament with 
a dependable system of inspection. I can never forget what 
Lenin is reported to have said in 1922, and which has been 
operative ever since as the guiding principle of communism: 
“First we shall take Eastern Europe, then the masses of Asia. 
After that we shall surround and undermine the United 
States, which will fall into our laps like over-ripe fruit, 
without a struggle.” This is the measure of the danger that 
confronts us—and we must do everything we can, including 
the building of bomb shelters and facing the threat of war, 
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to defend not only ourselves but the future of freedom and 
democracy everywhere. 


In conclusion, it seems to me that a gigantic world revolu- 
tion is now in process which parallels, om is different from, 
the French Revolution that occurred between 1791 and 
1840. You will recall that John Locke developed the theory 
that all men are created equal—and that the first benefits of 
political freedom, based on his theory, came to England and 
the United States. Then the masses of France arose to claim 
that same freedom for themselves. The tragedy is that 
Napoleon Buonaparte intervened to try to funnel that per- 
fectly legitimate yearning into the form of French imperialism. 
Because of this mis-use of the political aspirations of the 
French, Napoleon had to be defeated by a European alliance 
led by England. He was defeated—and French imperialism 
was quelled. After that, the normal and proper yearning for 
political equality was brought to fruition not only in France 
but also throughout most of western Europe. 

Then, a hundred years after Locke, Adams Smith in one 
way and Karl Marx in another confronted the exploitative 
evils of the Industrial Revolution and developed a theory that 
there can and should be a degree of economic equality. The 
tragedy is that first Lenin, then Stalin, and now Khrushchev 
and Mao Tse-tung have tried and are trying to convert this 
reasonable hope into Russian and Chinese imperialism. Be- 
cause of their mis-use of the ideal of economic fairness, the 
United States is destined to lead a world-wide federation to 
defeat their goal of nationalistic conquest. I am confident 
that this can and will be accomplished. 

But our goal will not be to defend a system in which a 
few benefit at the cost of the many. Just as we have proved 
that free enterprise can help elevate living conditions for 
everyone in the United States, so must we cooperate to bring 
this same result for the masses of the world. The revolution 
that is sweeping the world in our time will not end until 
there is both bread and freedom—democracy and opportunity 
—for all men, everywhere. 

This is the size of the challenge that confronts our foreign 
policy. The task is appalling. But failure would be so utterly 
disastrous that we have no choice except to do whatever is 
demanded to make sure that it succeeds. 


e 
Alliance For Freedom 
TOP PRIORITY TO PROBLEM OF EDUCATION 
By ROBERT C. HILL, Former United States Ambassador to Mexico 


Delivered at the Forty-Eighth National Foreign Trade Convention, New York City, October 30, 1961 


HEN I WAS invited by the National Foreign Trade 

Council to address The Americas luncheon today, 

I accepted with a deep sense of pride and humility. 
I owe much to Latin America. I owe much to the friends I 
have made there. For the past twelve years, I have traveled 
and I have lived amongst these wise and ancient people. 
I as well as members of this audience have respect and deep 
affection for their culture and for their proud tradition. All 
of us have learned to understand and sincerely sympathize 
with their hopes and with their aspirations for a better and 
fuller life. We have all seen enlightened leaders of gov- 
ernment and industry, in Latin America, work unceasingly 
for the realization of these hopes and aspirations. During 
these years abroad, I have met many of the men that repre- 


sent business firms from the United States. I am aware of 
the enormous contributions they have made and are making 
to the development of Latin America. They should be en- 
couraged to continue. 

It is obvious to anyone that is ir tmed on Latin American 
affairs that the Alliance for Progress is doomed to failure if 
governments participating in this important program do 
not work hand and hand with private enterprise, which can 
provide experience, know-how, and capital. What I mean, 
and I make this statement without reservation is that no 
government, no alliance of governments, can hope to supply 
all the capital, and know-how needed to accomplish this far 
reaching ideal, the Alliance for Progress, without the active 
participation of private enterprise. 











tie 
is 
Eis 


fric 
of . 


anc 
sho 


in 
sigi 
to 

sati 
late 
wh 


wit 
reft 
Tre 
the 
ern: 
Cul 
Stat 


del 

chai 
witl 
disa 
rece 
is t 


AY 


lu- 


nce 
sm 
for 
nce 


yne 
ive 
hat 
he 
1eV 
his 
Be. 
the 


nt 


a 
ed 
for 


ng 
on 
til 


tly 
is 


of 
ng 


if 
Jo 


n, 
10 


ly 


ve 











ROBERT C. HILL 


Our experience has shown us that private capital can in- 
crease development faster, and produce far more quickly, than 
the low-yield capital provided by governments through taxing 
the people. 

Right now, U. S. private investment capital is pouring 
into Europe to swell a boom that is increasing the European 
standard of living at a fantastic rate. Yet there is far less 
enthusiasm for new private investments in Latin America, 
because of Castro and the unsettled conditions in the area. 

When the United States government and participating Latin 
American governments recognize this important fact, and 
then establish an economic and political climate in Latin 
America that will encourage private investment, the: the 
Alliance for Progress is on solid ground. 

Anyone who is familiar with my point of view, knows that 
I have always maintained that the United States firms operat- 
ing in Latin America must adopt policies that are in accord- 
ance with the needs and aspirations of the people of Latin 
America. For example, many United States companies on 
their own initiative and sometimes at the suggestion of the 
national government have rewritten existing contracts in 
recent years 1) in order to bring in capital from nationals, 2) 
Nationals have been trained to hold top executive positions 
and directorships. This represents cooperation at its best. 

As citizens of the Americas, who have a vital interest 
in the preservation and ultimate victory of freedom in the 
world, all of us recognize that Latin America has a decisive 
part to play in achieving this victory. We are fellow Ameti- 
cans. No ocean separates us. We share a common tradition 
of revolution against an outside power. Together as Americans, 
we represent a power for freedom that could become in- 
vincible if the human and natural resources which are there 
to do the job are properly mobilized. 

The problems are many, but the opportunities are unlimited. 
A coordinated program to take advantage of these opportuni- 
ties and to solve the problems has been long overdue. This 
is why we all welcomed, as a significant beginning, the 
Eisenhower administration’s proposals at the Inter American 
meeting held in Bogota in 1960. I am sure this is why all 
friends of Latin America welcomed President Kennedy's 
“Alliance for Progress” and the Declaration of Punta del Este 
of August 17 of this year. 

The Declaration speaks of the need to accelerate economic 
and social development in the American Republics. This 
should narrow the gap between the standard of living in 
Latin American countries and the standard of living enjoyed 
in the industrialized countries. The Declaration calls on the 
signers, among other things, to carry out housing programs, 
to wipe out illiteracy, to assure to workers fair wages and 
satisfactory working conditions; to reform tax laws; to stimu- 
late private enterprise. These are lofty goals and deserve our 
whole hearted support, whatever our political affiliation may 
be. It is encouraging that all the nations of Latin America, 
with the exception of Cuba, signed the Declaration. It was 
refreshing at Punta del Este to hear from Secretary of the 
Treasury Dillon that none of the moneys made available to 
the “Alliance for Progress” would be provided to any gov- 
ernment controlled by Communism. I hope this means besides 
Cuba, that Guiana will not receive one dime from the United 
States. 

But let us not delude ourselves by thinking that the Punta 
del Este Conference will bring about quick and drastic 
changes in the lives of Latin Americans and our relations 
with our Latin neighbors. Such hope could bring about bitter 
disappointment. A distinguished and learned Latin American 
recently gave me a word of caution. He said: “The Alliance 
is the proper diagnosis. The medicine prescribed can cure 
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the patient.” However, he urged we should be careful not 
to give the patient an overdose of pills at one time or “you 
might make the patient sicker than he was when you started 
the cure.” 

The people of Latin America have adopted a “wait and see” 
attitude. They have heard high-sounding phrases before and 
have become fairly skeptical of promises, whether from 
their own governments or ours. They are waiting for the deeds 
to follow the well meaning words. So they are asking them- 
selves, as we should be asking ourselves here today, how 
will this great “Alianza” be implemented? How will it be 
administered, and by whom? One of the secrets of this 
program lies in the answers to these questions. 

If we are to gain the confidence of our Latin American 
friends, we must be frank and realistic with them. Our primary. 
obligation is to the security and welfare of our country. We 
are the leader of the free world, in a crucial global conflict. 
As such, our security depends to a large extent on the security 
and welfare of our friends and allies. Our purpose in this 
struggle, which has been forced upon us, is not merely to 
survive. This is a negative and passive attitude which we 
should reject. Our purpose is to win, and win we shall. But 
we must provide responsible and firm leadership. We must be 
high-minded, but practical as well. We want to help Latin 
America, because we believe in equal opportunity for all 
and in higher standards of living. But we also believe that 
to do so is essential to owr own security and to the security of 
the free world, of which Latin America is an integral part. 
Our program for economic assistance to Latin America is 
doomed to failure unless we and our Latin friends clearly 
recognize that it has a very specific and practical political 
objective: the ultimate defeat of the communist conspiracy 
by the forces of freedom. We should not seek gratitude, we 
should not try to buy friends, who will shower us with con- 
fetti and say “muchas gracias” whenever they meet a 
“Yankee.” We only want to be sure that our Latin American 
neighbors are in a position economically, politically and mili- 
tarily to protect their independence against communist at- 
tempts to destroy it. Most important of all, we want to be 
sure they have the will to do so. 

If you accept this premise, then you realize that Castro and 
his Communist comrades must go. For no one can deny 
that their purpose is to promote Communism and Marxism 
in the Western Hemisphere. I recognize that a few well in- 
tentioned North Americans believe Castro and Communism 
will evaporate when the Alliance for Progress goes into action. 
This is theoretical and utopian to those who know how com- 
munism operates. If something is not done about Castro now, 
not tomorrow, the Alliance could be turned around by his 
sympathizers. The money and know-how provided for the 
promotion of freedom could be used for the destruction of 
freedom through socialization of existing governments and 
institutions in Latin America. We must recognize that the 
Castro sympathizers will raise the cry of intervention, when- 
ever you patriotic citizens of the Americas try to protect your 
investment in freedom. 

They will do everything in their power to encourage graft 
and corruption, so that the funds made available to Latin 
American countries will not be used to benefit the masses. 
They will do their utmost to undermine and discredit the 
program or to turn it to their own ends. We have seen this 
happen before. 

Too often in the past, in Latin America as well as in other 
corners of the world, U. S. credits and moneys have served 
not so much to help the people of the respective countries 
as to line the pockets of a handful of officials. The poor re- 
mained poor, the illiterate remained illiterate, the jobless were 
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still looking for jobs, but a-few government leaders were 
buying bigger automobiles and were building more: luxurious 
mansions. All the while, when some schools were built with 
whatever was left over from U. S. taxpayers’ money, the 
children in these schools were being lectured about the evils 
of U. S. imperialism and the marvels of Marxism. There have 
been cases where governments, receiving loans from us, would 
use some of these funds to pay subsidies to leading members 
and official publications of Marxist organizations. By fun- 
neling all our economic assistance On a government to gov- 
ernment basis, without any controls over how it was used, 
not only did we not win any friends, but we lost the respect 
of honest and decent people in Latin America, whether 
“campesino,” businessman, or intellectual, and we did little, 
if anything, to improve the lot of the masses. 

We must see to it that this does not happen under the new 
ten year program adopted in Punta del Este two months ago. 
We need the full support of local governments and of Wash- 
ington for the private financing part of the Alliance for 
Progress. There must be all-out cooperation on the private 
financing if the Alliance is going to succeed. We must insist 
that the funds made available by our government, and by 
other governments, be used where most needed and for the 
benefit of those who need them most. 

This cannot be done without rigid control and central co- 
ordination. Some of our friends and enemies in Latin America 
will raise the old familiar cry of “intervention.” But I assure 
you that the people of Latin America, the needy, the unem- 
ployed, and the hungry, who have been living for so long 
on promises while seeing officials around them get richer 
every day, would welcome this kind of assistance. 
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We are engaged in a war between two ideologies, and we 
have been since World War Il. We must win this war. In 
Latin America—as in many other countries of the world—the 
greatest allies of communism, the greatest enemies of freedom 
are poverty and ignorance. Millions of Latin Americans are 
still illiterate and the communists want to keep them that 
way for they are more easily fooled. A man who can read 
and write; a man who is taught, from an early age, that the 
only system which guarantees true progress is a system based 
on respect for the dignity and rights of the individual—is 
less apt to fall in the communist trap. 

So I submit that, we should give top priority to the problem 
of education in Latin America. I am aware that some of the 
firms represented here already bring Latin Americans to study 
in the U. S. May I suggest that this be stepped up where 
possible. Would it be practical and feasible for the Foreign 
Trade Council itself to establish scholarships for this purpose? 
In my experience, among the true friends of this country in 
Latin America are those who studied here and know us as 
we really are, not as we are depicted. 

Our founding fathers gave very careful thought to the 
words, “life, liberty, and the pursuit of happiness.” For they 
wisely knew that life is not worth living without liberty and 
that there can be no happiness without freedom. 

We in the United States, to paraphrase Abraham Lincoln, 
realize that this hemisphere cannot exist half rich and half 
poor. We not only seek, we are determined upon, assuring 
equal opportunity for all in the Americas. 

The Alliance for Progress should be considered only as 
a first step towards the final goal: To the most important 
alliance of your life—an Alliance for Freedom. 


The Tyranny Of Ignorance 
“LET THERE BE LIGHT” 
By DR. NORMAN P. AUBURN, President, University of Akron 
Address for President's Convocation, The University of Akron, Akron, Ohio, September 29, 1961 


“called together,” is the traditional meaning of the 
word, “convocation.” I point it out because I feel 
strongly the need for us to recognize the force of tradition 
in our life today. Why? Because our traditions are being 
challenged. And because we, who are part of the great 
American educational structure, must face the fact that 
education is our best hope for continuing our way of life. 
The other day I picked up this description of our 20th 
century world in miniature: 


[tet WE have been called together. This phrase, 


“If the present population of the world could be 
represented by a thousand persons living in a single 
town, 60 persons would represent the population of the 
U. S. A. and 940 all the other nations. The 60 Americans 
would have half the income of the entire town; the 
940 persons would share the other half. Three hundred 
and three persons in the town would be white; 697 
would be non-white. The sixty Americans would have 
an average life expectancy of 70 years; that of the 940 
would be under 40 years. The average (Christian) Ameri- 
can would be spending $850 a year for military defense 
and less than $3.50 a year to share with other residents 
the knowledge which they enjoy ...” 


—Henry S. Leiper, Social Action, March 1959 
Why is America so favored? Why does our country, with 


about 6 per cent of the world’s population, enjoy over 40 
per cent of the world’s income? Isn’t our good fortune due, 
to a large extent, because of the emphasis our nation has 
always put on education? 

James Russell Lowell, over a century ago, said: “It was in 
making education not only common to all, but in some sense 
compulsory on all, that the destiny of the free republics of 
America was . . . settled.” 

Then how are we to continue to have these blessings while 
many undeveloped countries suffer? My answer is that we 
must rely even more heavily on education to eliminate the 
tyranny of ignorance under which some American people, and 
most of the peoples of the less fortunate nations, are forced 
to live. 

Britain's philosopher-historian, Arnold Toynbee, recently 
prophesied that the 20th century will not be remembered as 
the age when man discovered nuclear energy and conquered 
outer space. Toynbee said that the 20th century will be pointed 
to as the era in which the less fortunate people of the world 
first learned what they were missing and demanded more of 
the good things in life. Toynbee’s guess is that “our age will 
be remembered . . . as having been the first age since the 
dawn of civilization . . . in which people dared to think it 
practicable to make the benefits of civilization available for 
the whole human race.”1 Thus we are living in an era of 
great revolt with more and more of the world’s millions trying 
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NORMAN P. AUBURN 


to emulate us and demanding and striving for a higher stand- 
ard of living. 

The way for them to achieve a better life, I believe, is 
through education, through conquering the tyranny of ig- 
norance. In this we must help them. 

Some may challenge my statement, arguing that a nation 
needs great natural resources—minerals, oil, coal, rich agri- 
cultural lands, forests, water power—if its people are to enjoy 
good living standards, My answer is that the greatest material 
resource of any country is the capacity of its citizens to be 
educated. 

Dr. Harry F. Clark, Professor of Educational Economics of 
Columbia University, cites these examples of the importance 
of the educability of a nation’s people: 

“1. Colombia, South America, is claimed to be the 
richest land in the world per square mile in terms of the 
natural wealth which lies in and under its soil. It has 
minerals and oils richer in degree than any other coun- 
try, but its people are among the poorest in the world. 
Its people have one of the lowest educational levels on 
the piebe 

“2. Denmark, in contrast, is a tiny peninsula of sand 
dunes jutting into the cold, forbidding North Sea. Den- 
mark possesses practically no forests and no waterfalls to 
produce power. It has no minerals of any consequence 
under its soil. It has no oil in the earth beneath. About 
a hundred years ago, however, a far-seeing Dane began 
an educational system in Denmark that in time brought 
the educational level of the people to a very high peak. 
In consequence, Denmark had, before the war, the 
highest level of economic well-being of any people on 
earth. Denmark, with practically no natural resources, 
but with the capacity of its people to be educated, de- 
veloped its standard of living beyond that of other 
nations.” 


Now perhaps you think of these two cases as isolated 
examples, as world phenomena. However, here are two others 
which Dr. Clark has set forth: 

“1. Hungary is a country underlain with great natural 
resources. It has forests and waterfalls. It is a country 
tich in providential endowment, but it is a country 
with a pitifully low educational level. Its population 
endured a low economic level (even before Russia com- 
munized it). 

“2. Switzerland, across the mountains, is one of its near 
neighbors. The Alps have no coal; under them is no oil. 
It is difficult to develop water power from its short, swift 
streams. The rugged slopes of its mountains have few 
forests and there is but a relatively small area for pas- 
tureland and even smaller areas for growing crops on 
this rocky terrain. We would expect, therefore, to find 
poverty among a people so meagerly endowed by nature. 
But the Swiss have a splendid educational system and a 
very high economic status.” 

An even better example is that of Soviet Russia. We have 
witnessed what has occurred in the USS.R. since Lenin 
decreed that education must be compulsory and tuition free. 
When Lenin took over Czarist Russia it was primarily an 
agrarian society. Its people were, in the main, illiterate. Only 
a third of the young people ever got to attend school. To 
make Communism work, Lenin realized that he must in- 
dustrialize the Soviet Union and use its immense natural re- 
sources intelligently. By eliminating ignorance Lenin started 
Russia on its way to becoming a great world power. In just 
over 40 years it has soared from sixth to second in industrial 
productivity and now threatens to catch up and to overtake 
our country. | 
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These examples validate my contention that the , capacity 
of a people to be educated is the greatest natural resource of 
any nation. 

While some of the underdeveloped countries lack natural 
resources, their main lack is educated people. They are under- 
educated, to paraphrase Ohio Bell’s latest advertising slogan 
about American homes being under-phoned. They are vic- 
tims of the tyranny of ignorance. 

Many of the underdeveloper nations are primarily agrarian 
lands. But their people have not been taught how to farm 
efiiciently. If they practiced modern methods, they could wrest 
a better living from their soil. 

Japan proved this in a dramatic way. As recently as 1955 
Japan was the world’s largest importer of rice, to feed its 
teeming millions.* Japan’s density of population is among the 
world’s highest, its arable land is scarce. Yet, by adopting 
scientific methods it now produces a surplus of rice. The 
Japanese have achieved a well-balanced agricultural and in- 
dustrial economy. 

To conquer the tyranny of ignorance, America must share 
its educational know-how with the have-not nations. “It is 
more blessed to give than to receive” is mot just a pious 
statement. Apparently at this stage of history we must give 
if we expect to keep what we have. A former Premier of 
Pakistan reminds us that: “America cannot long remain an 
island of prosperity in a sea of poverty.” 

Philip H. Coombs, Assistant Secretary of State for Educa- 
tional and Cultural Affairs, puts it this way:* 


“In the late Forties and Fifties two ‘new frontiers’ 
were added to U. S. foreign relations—namely, economic 
assistance and military assistance. As important as these 
have been and will continue to be, they are not in 
themselves adequate to meet the international needs and 
obligations of the United States in the coming decade. A 
third ‘new frontier’ must be added in the Sixties—a 
frontier concerned with human development, with edu- 
cational, scientific, and cultural affairs. 

“Military strength buys valuable time for the free 
world, economic assistance can help narrow the menacing 
gap between the massive poverty of less developed coun- 
tries and the high living standards of the advanced 
Western nations. But in the long run the peace of the 
world and the preservation of free societies will depend 
upon the development of individual human capacities 
and upon the development of a vast ‘common market’ of 
ideas, knowledge, and cultural interchange.” 


Imperative as it is that we spend what is needed for our 
national defense, we ought to spend more than just a token 
amount on helping the have-not nations develop improved 
educational systems. As J. Kenneth Little, Vice President of 
the University of Wisconsin, writes: “The foreign mission 
may strike closer to the target than the guided missile. The 
power of the ballot may prove to be greater than the power of 
the bomb.” 

America’s Peace Corps has the potential to aid in advancing 
this new frontier dedicated to vanquishing the 20th-century 
tyrant—ignorance. I hope some of you will seek careers of 
service in the Peace Corps after you finish your work here. 

But we must do far more than just rely on the Peace 
Corps. Perhaps we should have an educational Marshall Plan, 
a 10-year program amounting each year to about a fifth of 
our current foreign aid, as advocated by Dr. Frank Stanton, 
President of CB.S.5 


* * * 
But there are tyrannies of ignorance in our own country 


also. If we ate to help the underdeveloped nations, if we 
are to reduce the tensions in international relations, we have 
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much to accomplish right here at home. Let me mention 
several: 

First, we can work to reduce the drop-outs in our schools. 
At a time when America desperately needs trained brain 
power, a high proportion of our young people do not com- 
plete their schooling. 

According to a recent government document® nearly 1,000,- 
000 boys and girls between the ages of 16 and 17 are not 
enrolled in school. The nation over, about 35 per cent of all 
who enroll in high schoql drop out before graduation. The 
college failure and drop-out rate is even higher. 

Now here is where you can help. There are 66,151 children 
of legal school age in this, our City of Akron.” Let it be part 
of our accepted responsibility to help convince any of these 
66,000 children that for the good of themselves, for the good 
of the world, they should get as much schooling as possible. 
You have brothers, sisters or neighhors numbered in this 
66,000. Show them by your actions and by your words that 
you believe in education—that you have accepted it as the 
strongest and safest weapon for shaping a better world to 
live in. 

Second, with great complacency we pat ourselves on the 
back as we recount the accomplishments of science in this 
century. We speak of the explosion of knowledge. We boast 
of our staggering achievements in speed of travel. 

The Saturday Review cites the change in speed of human 
travel as a dramatic index to the development of knowledge 
in this age.’ It points out that from “the beginning of human 
evolution until the 19th century, man was held to speeds of 
less than 40 miles an hour.” The limitation was broken first 
by the steam locomotive in 1829, then by the automobile in 
1910, then by the airplane. Now by jets and satellites. It 
took men 500,000 years to make a gain of 25 miles per hour. 
In the last 15 he has gained in normal travel more than 500 
miles per hour. 

We may have broken travel records, but other records 
still stand. I now speak as a baseball enthusiast of a generation 
before you were born. Remember Babe Ruth? Well . . . This 
current generation of leading home-run hitters—Mr. Maris 
and Mr. Mantle—still have a record to swing at. And so do 
we all, whether we slug baseballs or lug textbooks. Indeed, 
the batting averages of the past are not as yet to be dis- 
paraged. For this and other reasons, I suggest that we must 
face our future with confidence—but also, with unceasing 
humility. 

But let us return to the topic of travel—fast and far. Third, 
we are still babes in the woods so far as space exploration is 
concerned, despite the accomplishments of our astronauts and 
more important, the galling triumphs of Russia’s cosmonauts. 

Just as our knowledge of the heavens is rudimentary, so is 
our understanding of the oceans. I learned something about 
our ignorance of the ocean aboard the aircraft carrier Lake 
Champlain last summer. The mission of the Lake Champlain 
and its sister ships is to discover and destroy submarines. In 
defending our country our Armed Forces are naturally appre- 
hensive about Russia’s great fleet of submarines. She has about 
450 compared to Germany's 57 at the start of World War II. 


In July, I joined the crew of the Lake Champlain as a 
paying guest and not an able seaman. I was privileged to 
observe the tactics of this ship, its four destroyer escorts and 
its complement of helicopters and fixed-wing aircraft as they 
sought with radar and sonar to hunt a submarine, known to be 
in our vicinity in the Atlantic shipping lanes off New York 
City. As a landlubber, I was greatly impressed with the tech- 
niques used by the intelligent naval officers. But they readily 
admitted to me that so far our sonar listening devices are 
unable to cope with the vagaries of ocean temperatures and 
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currents and that objects appearing to be submarines often 
turn out to be whales or schools of fish. 

Man has made immense strides in eliminating ignorance, 
but he still has far to go. His leap forward in scientific progress 
has far outdistanced his progress in human relations. He has 
learned to fly like a bird and to swim like a fish, but he has 
not yet learned to walk like a man, uprightly and in peace. 

Fourth, as we live through this critical period of world 
tension we are conscious of the tyranny of ignorance in our 
social relations. Man distrusts his fellow man chiefly because 
he does not understand him. Instead of living in peace as 
God decreed, he struggles to get control over a greater share 
of his earthly habitation and its material riches. And he now 
possesses the means, because he has excelled in scientific 
achievement, to destroy utterly that very habitation and its 
people. 

Isn't it singular that our Astronauts Shepard and Grissom 
and Cosmonauts Gargarin and Titov all exclaimed about the 
beauty of our earth? Busy as they were with the instruments 
on their space ships they all took time to comment: “What a 
beautiful view! What a gorgeous sight!” They looked down 
on Mother Earth and found her lovely. Isn’t this another great 
incentive for us to strive to learn and to develop all we can 
in the realm of human relations? And isn’t education the 
means of doing this? 

Fifth, we worry a great deal these days, aud not without 
cause, about the menace of the atom bomb. Our President 
urges us to develop civil defense shelters. But some people 
claim there is another bomb potentially more deadly than a 
nuclear bomb. It is the population bomb resulting from the 
explosion in population. Here is a danger resulting from the 
tyranny of ignorance. 

Our spacemen call the earth beautiful today, but many 
demographers believe it may be despoiled in the near future 
because of serious overpopulation. 

They imply, frankly, that we are worse off, child-wise, than 
the old woman who lived in a shoe and had so many children 
she didn’t know what to do .. . except that the shoe is now 
the world and there must needs be a better solution than 
spanking the kids and sending them off to bed. 

Students of population trends have been warning us about 
the dangers of overpopulation for some years but only recently 
have we been reading such headlines as “The Stork Turns 
Vulture,”® “The Race Between Production and Reproduction”?° 
and “Will People Be the End of us All?”™ 

The president of the Population Reference Bureau, Robert 
C. Cook, claims that the central question we must face, and 
answer is: “Will human fertility be brought within bounds 
in time to avert a global tragedy?” 

Just how explosive is the population explosion? Mr. Cook 
answers this question in the Bureau’s annual report for 1960 
in a section headed “Human Arithmetic,” as follows: 

“The story of world population trends, written in num- 
bers, is compellingly simple. Yet the implications are so 
overwhelming that too few people have been willing to 
face them—or even to admit the existence of a problem. 

“Projected at the present rate of growth, the present 
world’s population will double again by the end of this 
century—in a mere forty years.” 

That means 6 billion people by 2000 A.D.! We are 
gtowing at the rate of 5,400 every hour or 47 million every 
year. Thus a number larger than the total population of 
France is being added every year! 

To illustrate what this means in our own country: Within 
the lifetime of your children our population may grow from 
its present 180,000,000 to one billion. 

President Kennedy and Eugene Black, President of the 
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GEORGE A. NEWTON 


World Bank, recently commented on this pressing problem: 

“In his message to Congress outlining the Administra- 
tion’s new foreign aid program President Kennedy 
pointed out that ‘Latin America will have to double its 
real income in the next thirty years simply to maintain 
its already low standard of living.’ Appearing before the 
United Nations, Mr. Black said, ‘I must be blunt. Popul- 
tion growth threatens to nullify all our efforts to raise 
living standards in many of the poorer countries . . . 
Unless population growth can be restrained, we may 
have to abandon for this generation our hopes of eco- 
nomic progress in the crowded lands of Asia and the 
Middle East . . .1* 


It is not my purpose to advocate ways and means of coping 
with the population explosion. I cite it here merely as 
another problem arising from the tyranny of ignorance and 
as a matter that must be dealt with through educational proc- 
esses in the days ahead. 

As I mention these problems which arise because of man’s 
ignorance, you may grow despondent and, in Hamlet's words, 
cry that our times are out of joint. You may wish that 
you were born to live in a golden age such as some eras 
in the past appeared to be. But so eminent a historian as Dr. 
Henry Wriston, former President of Brown University, re- 
minds us that “there never was a golden age when man lived 
happily, serenely, without tensions.”1% 

* * * 


What conclusion do I hope you will draw from these re- 
marks? It is this: That all of us here, at this great University, 
students and faculty alike, should devote ourselves, as we 
begin a new academic year, to doing our share to eliminate 
the tyranny of ignorance. This University has as its motto, 
“Let There Be Light.” We here are dedicated to keep the 
lamp of learning burning ever brighter. 

For our own sake, for the benefit of our nation and the 
world at large, each one of us should strive to learn all we 
can in our chosen fields and disciplines. Then our task is to 
share that knowledge and understanding with others. 

You now face a new academic year and therefore are on the 
brink of discoveries. As Dr. Austin Smith wrote recently:14 
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“There are no set rules for the discoverer, whether he 
is to construct a poem, seek a cure or devise a rocket 
system ... There must be a climate for discovery, com- 
plete with friendly atmosphere and fertile field for 
developing seeds of thought into fruitful harvest.” 

Here at The University of Akron we offer you students a 
“climate for discovery” so that you may help discover your 
share of knowledge to rout the tyrant of our times—ignorance. 
We must dedicate ourselves to victory over this tyrant! 

What I am trying to say was articulated much more clearly 
by England’s beloved poet laureate, John Masefield, at the 
University of Sheffield in Yorkshire: 

“There are few earthly things more splendid than a 
University. It is a place where those who hate ignorance 
may strive to know; where those who perceive truth may 
strive to make others see. 

“Wherever a University stands, it stands and shines; 
wherever it exists, the free minds of men, urged on to 
full and fair inquiry, may still bring wisdom into human 
affairs,” 

I plead with you, my young friends, to grasp the oppor- 
tunity you have here at this fine institution of higher learning, 
to develop your full potentialities of mind and spirit. In this 
way you can do your part in conquering the tyranny of 
ignorance here and abroad. By this means you prepare your- 
selves to “bring wisdom into human affairs.” 





1 New York Times, October 21, 1951. 
2 The high per capita income of the Danes and the Swiss is cited 
by D. W. Fryer in Economic Geography, October 1958. 
3 New York Times, July 25, 1961. 
4 “Education and World Affairs in the Sixties,” by Philip H. Coombs, 
The Saturday Review, July 15, 1961. 
5 The Technology Review, July 1961. 
6 “National Stay-in-School Campaign—A Handbook for Communi- 
ties,” U. S. Government Printing Office. 
7 “The Chalkboard,” Akron Public Schools, September 10, 1961. 
8 The Saturday Review, January 8, 1955. 
9 Cleveland Plain Dealer, July 17, 1961. 
10 New York Times, July 21, 1961. 
11 Washington Post, July 16, 1961. 
12 Population Reference Bureau, 1960 Annual Report, p. 6. 
13 Foreign Affairs, July 1961. 
14 Today's Health, August 1961. 


Profit Is Everybody's Business 


LIFE BLOOD OF FREE ENTERPRISE 


By GEORGE A. NEWTON, President, Investment Bankers Association of America and a Managing Partner, G. H. Walker 
& Co., St. Louts 


Delivered at the Forty-First Annual Dinner, New York Group, Investment Bankers Association of America, New York City, 
October 4, 1961 


E FIND ourselves in a world struggle. A struggle 
WV which is no longer just social and political, but 

economic as well, where decisions and developments 
in any one area affect greatly the others. 

In the economic area the United States has relied principally 
on Grants in Aid and Loans. These have been effective to 
some extent. The Marshall Plan and related aid programs 
serve as delaying action—but what happens when this sort 
of ammunition runs out? Fortunately, under the leadership 
of the World Bank, the loan programs have been achieving 
greater success and have enabled the free world to mount a 
few offensives of its own—but for the long pull resources 
may be somewhat limited. 

Yet in its economic arsenal, almost unused, this country 


has the most devastating weapon of all—Profits. Somehow 
in the commotion and emotion of social and political ide- 
ologies “Profits” has become a stepchild. From the way Profits 
are treated and sometimes ignored one might even think 
they were illegitimate. As a matter of fact, William McDon- 
nell, Chairman of the Board of the First National Bank in 
St. Louis has said, “In some quarters making profits is 
looked at as akin to piracy.” 

Why is it Profits are constantly under attack, both directly 
and indirectly? They are discredited by innuendo. They are 
referred to as unconscionable, generally by persons who know 
little about the business from which they were generated. 
Management of profitable enterprises sometimes are called 
“profiteers.” Even corporate management and businessmen 
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seem almost apologetic about profits, for more and more in 
their advertising, emphasis is placed on service to the com- 
munity and contributions to civic projects. This is necessary 
and good but is it not time they point out that profits make 
all this possible, that they are in business to make a Profit 
and have been successful, why Profits are important to all, 
and the good they do for everyone. Profits are buffeted by 
foreign competition, snatched at by labor and half confiscated 
by government. 

I don’t want’'to get carried away by all this but to use 
the vernacular of the teenager I'm still “shook up” over read- 
ing in the newspaper that the President of this so-called land 
of free enterprise threatened an industry with reprisals if it 
raised prices to cover increased costs. Costs, to say the least, 
the government has done little to stabilize. All of this be- 
comes the more startling when he says he does so because his 
advisors tell him the profits will be good enough without 
price increases. I don’t want to see price increases either, but 
why pick on Profits? Is it not time to start dealing with 
fundamentals? It is estimated that 20% of our economy 
is directly regulated by government. Is the balance to be done 
so by threats or edict? 

The strength of this nation was bred of free enterprise 
and catapulted to greatness on the fruits of private capital. 
Its life blood is Profits but today it is pretty anemic. 

Over the past ten years almost everything has increased. 
National income has practically doubled; what about corporate 
Profits? Corporate profits after taxes actually were a little less, 
amounting to 22.7. billion dollars in 1960 as against 22.8 
billion dollars back in 1950. What would happen if corporate 
ownetship followed the example of others and struck for 
higher profits? What consternation! 

But it is no laughing matter. What about corporate profit 
after taxes as related to national income, sales, and return on 
investment? 

As to national income, for the period 1946-50 it averaged 
8.5%; for the period 1951-56 it averaged 6.3%; for the 
period 1957-60 it averaged 5.6%; and for the first quarter of 
1961 it was only 4.9%. It makes me feel like a losing bidder 
at an auction, “Going, Going, Gone!” 

As to sales, U. S. manufacturing corporations have found 
profit after taxes continually under 5%. For instance, since 
1953 there were only two years it barely hit 5% of sales and 
then only by a whisker; for the first quarter of 1961 it was 
running only 3.5% of sales. 

Return on investment has been equally disappointing. la 
the early 1950's a leading industrialist was shocked because 
cue after taxes for U. S. manufacturing — was 

arely averaging 12% on investment. Today I fear he would 
be fatally electrocuted because for U. S. manufacturing cor- 
porations return on investment after taxes hasn’t hit 12% 
since 1956; in the peak year of 1959 it was only 10.2%, had 
been down to 8.4% in 1958, and was 9.1% in 1960; and for 
the first quarter of 1961 it fell to 6.8%. 

During this period of declining profits the rate of economic 
growth also declined and unemployment increased. A rapidly 
growing economy requires a high rate of investment. Under 
free enterprise a high level of investment can not be sus- 
tained by low level profit. In spite of all this there is talk 
of raising corporate taxes and taking other steps that will 
further discourage investment of capital. 

Happily, the importance of Profns is being recognized in 
some places. A Boston newspaperman in discussing the un- 
employment situation wrote earlier this year: 

“There are some simple A B C's of business which 
cannot be camouflaged under a diarrhea of words. Busi- 
ness in the United States is motivated mainly by a quest 
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for profits. Despite the hundred of billions which have 
been added to corporate plant in the last decade, despite 
the vast increase during this period in corporate gross, 
net profits after taxes of all American corporations in 
1960 were probably no greater than they were in 1950. 

“And that simple fact, in spite of all the million words 
that the politicians and their economic hired men 
bombard us with, is the nub of the unemployment prob- 
lem. 

“The only way to combat unemployment which will 
work, is to create a business atmosphere where business- 
men will want to expand and hire more people. 

“We have to confess that as yet we cannot discern 
a trend in official Washington to abandon the old phony 
patent medicines and get back to first principles. Em- 
phasis continues to be placed upon federal deficits and 
manipulation of bank reserves, They keep on playing 
with inflationary devices when the times call for just 
the opposite.” 


In quoting him, we cannot be accused of bias or partiality 
for in the same column he was describing a recent visit to 
Wall Street and said, “Go into some of the brokerage offices 
in New York City, as we did last week during our stay there, 
and look around at the faces. It does not look much like a 
Phi Beta Kappa Convention.” 

The National Bureau of Economic Research has added 
Profits After Taxes to its list of Leading Indicators (Corporate 
profits after taxes reached a peak in the second quarter of 
1959, a year before the 1960-61 recession). 

A special report prepared by the Bureau of the Census 
for the President's council of Economic Advisors included 
in its list of leading indicators corporate profits after taxes 
as a per cent of sales, and also included the ratio of manu- 
facturer’s prices to labor cost per unit. 

I don’t know what this means either, but it’s there for 
those who like to look at the record; and I do know our 
task is to get more people to look at the record and recognize 
Profits for what they really are, that Profits pay dividends 
and wages, but they also make possible wage increases, provide 
the only real job security and enable business and industry 
to better withstand economic adversity; that ingenuity is 
needed to vividly illustrate so all will understand that more 
jobs result from Profit because more money can be spent on 
research, greater risk assumed ing, better products, 
and services supplied the public; that profitable companies 
contribute more to government, the community and non- 
profit organizations. 

But the outspoken advocates of Profits are few. It is not 
a popular task, perhaps because Profits means that someone 
had. to work, someone had to put up money, someone had 
to think and assume responsibility. It has been pointed out 
that even the Lord began to lose popularity when those 
around him found some of the seaphnatbitiey was theirs and 
they were not getting something for nothing very long. 

The Investment Banking Industry has long been accused 
of being reactionary, always against things. Yes, we are 
against things that jeopardize free enterprise, and there are 
so many. But is this not the chance to support an affirmative 
program; an opportunity for the Investment Banker to assume 
a position of leadership in the economic sector where his 
greatest talents lie; his responsibility to be the champion of 
Profits. “Profits for survival!” Corny, maybe, but indicative 
that the story must be told in language people understand. 
Everyone who wants to can be the captain of his team. 
Every player can be an All-American but we can’t be spec- 
tators—the price is too high—we can’t wait until the 9th 
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inning to start looking around for our bat and glove because 
the other guy’s already got the ball. 

In conclusion, let me describe it in a little different vein, 
by an old Colorado story of the farmer who wanted to em- 
ploy a farm-hand. After interviewing a few, a little fellow 
came along and the farmer asked him “Can you plant?” 

“Yes, sir,” was the answer. 

“Do you know how to harvest and get in the crops?” 

He replied, “Yes sir, and I can sleep when the wind blows.” 

“How about taking care of the cattle?” 

“Yes sir, and I can sleep when the wind blows.” 

The farmer said he would let him know a little later but 
as others were interviewed the farmer could not get the 
little fellow out of his mind. He was not impressive but 
the answers had been direct, no equivocation and they had 
been expressed with confidence and the farmer kept wonder- 
ing what he meant when he said, “he could sleep when the 
wind blows.” So he employed him. All went well, then several 


months later a severe storm came up in .the middle of the 
night and the farmer was awakened by the shutter banging 
on his bedroom window. As he fastened the shutter he could 
see no one in the farmyard and the light was out in the 
farmhand’s room so the farmer ran downstairs but had to 
unlock the door, for the latch had been set. Outside he 
noticed the shutters were fastened, when he got to the barn 
the door had been bolted, and as he checked the cattle, 
they had been bedded down and tied tight. As he came 
back to the house, through the wind and rain, he looked 
up at the farmhand’s window, and saw that the shutters 
were fastened and that the light was still out in his room. 
It was then that the farmer knew what the little fellow 
meant when he said “and I can sleep when the wind blows.” 

The wind has been blowing in many places and is spreading, 
the time to get ready is now. In our free enterprise system 
based on private capital the rallying point is Profits, for 
“Profit is Everybody's Business.” 


@ e 
Foreign Aid 
DEVELOPMENT BUSINESS IS OUR GAME AND OUR HERITAGE 
By EUGENE R. BLACK, President, International Bank for Reconstruction and Development 


Delwered at Forty-First Annual Dinner, New York Group, Investment Bankers Association of America, New York City, 
October 4, 1961 


AM DELIGHTED to be here with you tonight. In a 
very real sense I feel that I have come home. When 
I left here almost 15 years ago for Washington, it was 
your support which was my greatest ally in helping to mold 
the World Bank into what it is today. And though I have 
had to travel much and have come to know well many parts 
of the world, it is always Wall Street to which I am drawn 
again by will and inclination. 

Yet I would certainly not bave wanted to miss the privilege 
that has been mine during th.:e past 15 years of participating 
in the exciting, frustrating, perplexing—and yet infinitely 
hopeful—business of helping to build up the economies of 
less developed countries around the world. And it is about 
this experience, and about some of the lessons concerning 
foreign aid that I have drawn from it, that I want to speak 
with you tonight. 

For I am convinced that foreign aid is the concern of Wall 
Street as much as it is the concern of Washington and that 
there is a great deal that you, as financial and business leaders 
of America, can and should do about it. 

I suspect that I have not selected a very popular subject 
for my talk. The United States’ effort in the underdeveloped 
countries has left all of us, in greater or less degree, uncom- 
fortable about this foreign aid business—and for good reasons. 
The foreign aid program has been muddled and confused in 
its objectives, often mediocre in its administration. Much of 
the resistance and outright hostility which the executive pre- 
sentation of the foreign aid budget has encountered year 
after year, whatever the political persuasion of the Con- 
gressional majority, is attributable to impatience with the 
operational weaknesses and administrative failures which have 
characterized the program in the past. We have been sold 
foreign aid as an emergency measure to stop communism, 
as a necessary tool to “Make Friends and Influence People” 
in the underdeveloped world, as a “must” to expand our 
export trade. Yet none of these so-called objectives has been 
achieved. Soviet influence remains at high tide; our dispensa- 


tions of money have won us neither gratitude nor affection, 
but more often grumbling dissatisfaction; and our balance 
of payments position has worsened, not improved. 

Yet, despite what may seem a pretty disheartening record, 
I want to advance to you, and with conviction, the following 
propositions: 

First, that foreign aid, properly conceived, is a vitally es- 
sential element of our national policy—not for the shrill, 
short-term reasons usually advanced, but for the longer-range 
objective of building the kind of sound world economy and 
society which alone will let us fulfill our own national aspira- 
tions. 

Second, that we can only achieve the real objective of our 
foreign aid program * emphasis is put, not on the quantity 
of money provided, .ut on the quality of the investment 
made with that money—on che amount of effective develop- 
ment which foreign aid funds buy or induce. 

And finally, I want to suggest that the financial and business 
leaders of this country have a much greater role to piay in 
making our foreign aid program effective than has ever been 
appreciated in Washington or has yet been generally recog- 
nized by you. 

* * * 

Let me start with the basic question of why foreign aid 
at all—why you and I should support and not oppose it. 
Foreign aid has been sold—oversold, I believe—largely as 
a necessary weapon of the Cold War. 

Indeed, there seems an almost direct relationship between 
the Congressional fortunes of the various aid proposals over 
recent years and the violence of Soviet threats at the time. 
That there is a connection between the need for economic 
growth and the Cold War is, of course, true: to the extent 
that the peoples of the less developed areas are better housed, 
better fed, better clothed—to the extent that they can see 
some prospect of improving their low standards of living— 
their loyalty to their own institutions will be strengthened 
and they will be less susceptible to the insidious sales pitch 
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of communism. But we mustn’t make the mistake of thinking 
that by helping to finance their economic growth we can 
buy the loyalty or friendship of the less developed countries 
—or their vote in the United Nations. They are too inde- 
pendent and too proud for that. 

Nor must we make the mistake of thinking that foreign 
aid will buy us popularity! If we are out to be popular—if we 
aren't thick-skinned enough to hear, without rancor, criticism 
from those to whom we have extended aid—we had better 
get out of this business. And we had better get out of it, 
too, if we are going to consider every temporary advance of 
communism a defeat for our program. 

But if we ever did cut out or cut down on our foreign aid 
for any such reason, it would be more than the loss of a battle 
in our struggle with Russia—it would be a defeat for the 
affirmative objectives of our national policy quite apart from 
the Cold War. Indeed, if the communist conspiracy should 
be totally defeated tomorrow, foreign aid to the underde- 
veloped world would remain, I suggest, an imperative of our 
time. 

There are a number of reasons why this is so. For one 
thing, there are humanitarian and moral considerations be- 
hind our aid. We are moved by a concern for the welfare of 
others, by an impulse to help those who are engaged in a 
struggle against poverty, disease and ignorance. We need not 
and should not be ashamed to recognize and indeed to pro- 
claim this reason for our foreign aid; generosity to less 
fortunate peoples is an aspect of our national tradition of 
which we can justifiably be proud. 

There are economic considerations behind the program of 
considerable importance to our own welfare. The only effective 
way to assure sources of supply for the basic raw materials 
we need, the only effective way to assure expanding markets 
for the products of our industries, is to help other countries 
to achieve and maintain self-sustaining economic growth. 

But important and valid as these humanitarian and eco- 
nomic considerations are, I suggest that there are reasons for 
foreign aid far more compelling, far more basic, than these. We 
discovered many years ago in our own society that growth 
based on a prosperous few and an impoverished many was 
neither healthy nor enduring, that our nation’s system of free 
enterprise could expand and grow strong over the long pull 
only by opening opportunities to the people at large and 
thereby releasing their energies and initiative. This has been 
reflected in many different ways—in our public education 
and public health systems, in our fiscal regime, in our slum 
clearance and urban renewal programs, in our encouragement 
of agriculture, and so on. 

Every consideration of policy which dictated our national 
program is reproduced on the world scene—and the world 
today is smaller in many ways than was the United States 
when these national programs were first started. The indus- 
trial countries cannot count on remaining, for long, isolated 
islands of prosperity. Certainly, as I have already commented, 
their industries cannot achieve their long-range potentialities 
except as they build up the markets waiting to be developed 
in the economically backward countries. And, even more 
certainly, they cannot count on the political stability they 
need so long as great parts of the world are smouldering 
with the discontent born of poverty unrelieved by hope. 

The only answer I know to all this is somehow to give 
the peoples of the underdeveloped world the opportunity, 
the means—and the incentive—to produce more. That is 
the simple meaning of all the high-flown talk about economic 
development. This is the essential objective of foreign aid— 
to enable the impoverished peoples of Asia, Africa and Latin 
America to improve their own lot by growing more crops, 
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extracting more minerals, manufacturing more industrial 
products, so that they can enjoy a better standard of living 
and higher standards of education, thus giving their children 
greater opportunities than they themselves have known. 

I have stated the objective in simple terms, but achieving 
the vast increases in production that are mecessary is an 
infinitely complicated task. It is not just a matter of building 
factories—it is first a matter of educating and training people 
equipped to manage and operate such factories. 

It is not just a matter of providing better seed and more 
fertilizer for the farmers—one must first give the farmers 
incentive, and put them in a position to use modern tools 
effectively. This means, among many other things, providing 
adequate agricultural credit and extension services, and re- 
forming antiquated systems of land tenure. 

It is not just a matter of building new roads—it is equally 
a matter of organizing an efficient Highway Department to 
maintain the roads once they are built. It is not just a matter 
of constructing new power plants—it is equally a matter of 
assuring that the power industry will be strong and solvent. 

To achieve the necessary production increases, in short, 
requires changes, and sometimes revolutionary changes, not 
only across the whole broad front of economic life, but also 
in many aspects of the social structure. 

This is all familiar to us in the United States. Our produc- 
tion has been our strength. The broad diffusion of its rewards 
among all our people has been the main source of both our 
economic growth and our political stability. The challenge 
to us now is to help get the same process going in the back- 
ward areas of the world. And foreign aid—financial and 
technical—is our means for doing this. 

That brings me right to my second proposition—that the 
proper measure of our foreign aid is not the amount of 
money we make available, but the amount of effective 
development which our foreign aid funds buy or induce. We 
should be concerned more with quality than with quantity. 
Money provided to the underdeveloped countries buys nothing 
lasting except as it is productively invested either in addi- 
tional physical facilities or, even more important, in the 
improvement of human resources. That’s why I get so im- 
patient with theoretical global estimates of the amount of 
external capital needed to bring about development at some 
given rate. What X millions of dollars will accomplish in 
countries like India, for example, with well prepared projects, 
a good level of administrative capacity both in government 
and in the private sector, and with political and monetary 
stability, is one thing. What the same amount of money will 
accomplish in another type of country—of which there are 
many—with no program, few projects, and a very thin layer 
of administrative competence, is quite a different thing. Both 
types of country need help—but help differently fashioned to 
meet their different needs and in amounts which differ in 
accordance with their capacity to undertake effective invest- 
ment. 

On this aspect of foreign aid, action is called for by both 
the recipient and aid-giving countries. The recipient countries 
need to work out national development programs which reflect 
a rational determination of investment priorities and, even 
more important, to translate those programs into specific 
projects ready for execution. In this task, foreign technical 
advice can be extremely useful, and is often absolutely neces- 
sary. 
Equally, the aid-giving countries need to confine their help 
to sound projects which meet a real developmental need— 
and not to waste it, either to meet political pressures within 
the underdeveloped country (as in the case of the Soviet 
rubles used to pave the streets of Kabul) or else to promote 
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the short-term trade interests of their own exporters. When 
loans are made for projects that are ill conceived or of low 
priority simply in order to facilitate the sale of equipment 
for those projects, the cause of development is retarded, not 
advanced. 

Again, when in response to political pressures, foreign 
aid is made available to countries which are not effectively 
mobilizing their own resources—countries, for example, which 
fail to bring inflationary pressures under control or which 
fail to tax their citizens effectively—the result is often to 
enable the recipient government to put off the day for taking 
the necessary domestic action—again retarding, not advancing 
the cause of development. 

It isn’t foreign aid itself, therefore, that is important— 
it's only the extent to which that foreign aid brings about 
sound investment. That’s why I say to you that we must 
stress the quality, not just the quantity, of our foreign aid. 

And that’s where you come in. What I have described as 
essential in the administration of foreign aid is, after all, 
nothing more than the standards which you, as investment 
bankers, are accustomed to apply in the practice of your 
profession. You know the value of productive investment; 
you know the importance of assuring the best use of avail- 
able resources; you know the dangers of lending without con- 
sidering the technical merits of the project and whether it 
will result in a marketable product; you know that each client 
has his own peculiarities and capabilities and that the amount 
and terms of the financing you provide must take appropriate 
account of the borrower as well as of the project. 

As Americans, you have, I believe, an obligation to support 
the general concept of foreign aid. But as bankers, you have 
a special and affirmative obligation to see to it that that 
concept is translated into a program so framed and so ad- 
ministered that it produces results. It’s easy to sit on the 
sidelines and carp about “waste,” “mismanagement,” “money 
down the drain,” and the like, but that doesn’t help. What 
the program needs is not more derogatory clichés, but the very 
kind of informed criticism and discriminating support which 
you of all groups in the country are in the best position to 
provide. 

There is still a reasonable chance of getting a sound foreign 
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aid program under way. The concepts and principles underly- 
ing the new foreign aid legislation are a big step in the right 
direction; financing in the context of carefully considered 
development programs, rather than for a series of isolated, 
unrelated projects; long-term planning and commitment of 
funds; special concern for countries prepared to mobilize 
their own resources effectively and to carry out necessary in- 
ternal reforms; and administrative responsibility entrusted to 
a single aid agency established at an appropriately high 
level and as an integral part of government. The targets of the 
program will not be easy to achieve and, in actual administra- 
tion, realistic compromises will sometimes have to be made. 
But given the understanding support, the friendly but firm 
criticism of groups such as this, I feel confident that the pro- 
gram can be kept headed in the right direction. 

But let me say again in conclusion, as I said at the start, 
that your support will be effective only if and to the extent 
that you emphasize the right issues. 

We must stop asking whether foreign aid is really winning 
us popularity and ask whether it’s really buying us develop- 
ment. 

We must stop worrying every time the Soviets extend 
development assistance to one of the underdeveloped coun- 
tries and concentrate instead on whether our own programs are 
being effectively carried out. For this development business is 
our game and our heritage, and not Khrushchev’s or that 
of the Soviets. 

It is our heritage which has demonstrated to the peoples of 
the underdeveloped world that there is an alternative to 
abject poverty. 

It is owr heritage which introduced the radical idea of 
self-determination and national independence. 

It is owr heritage which has shown the way to mass con- 
sumption and to the widest participation in the fruits of 
economic progress. 

It is owr heritage which, by giving impetus to this whole 
revolutionary business of development, has carried a message 
of hope to human beings the world over. 

So let's play the game with good heart and cool head. 
Let’s play it with vigor but without panic. Surely, we need 
not fear to lose if we only play it well. 


Turmoil in The Market Place 


CHANGING PATTERNS OF LIVING, BUYING AND SELLING 
By W. MAXEY JARMAN, Chairman, Genesco, Inc. 


Delivered before the Boston Conference on Distribution, Boston, Massachusetts, October 17, 1961 


AN YOU imagine fifty per cent more people in the 
United States than we now have? At the rate we're 
going, in another twenty vears or so that’s just about 

what we'll have . . . 50% more people on the highways, 
50% more houses, 50% more customers for business. Or look 
at it another way: In about twenty-five years there'll be a 
hundred million more people in this United States of ours. 
It’s going to take a lot of extra market activity to supply all 
the needs and desires of that hundred million additional 
people. 

Here’s another thought to play around with . . . twenty 
years from now each one of those persons who'll be living 
in this country will have on the average twice as much 
money to spend, twice as much disposable income after 





paying taxes, as they now have if the rate of increase con- 
tinues as it has for the last several years. And bear in mind 
I said each one of those people. So if we are going to have 
fifty per cent more people with twice as much money to spend 
that adds up to a lot more dollars. In fact, the total disposable 
income in the United States in twenty years should be around 
three times what it is now. Or if you want to be technical 
about it and figure it in constant dollars, we'll reduce the 
figure down to just about double the amount that it is now. 
In other words, within the next score of years the total amount 
of disposable income of the population of the United States 
in constant dollars will double over what it ran a year ago if 
the rate of increase continues as it has for the last ten yvars. 
We need to think carefully about those figures. Anybody would’ 
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be foolhardy to be absolutely positive that such a condition 
is going to come about; but by the same token anybody 
would be foolhardy to be positive that it’s not going to happen. 
We have to keep ourselves flexible; we have to adjust from 
time to time; we have to consider the various possibilities. 

If we are going to properly consider what’s going to happen 
in the market place, we must try to project what changes 
will come about in the way people will live. I think for pur- 
poses of this discussion we'll exclude the possibility of nuclear 
‘war or interplanetary travel or the Biblical millennium from 
our present considerations. Any of those things certainly could 
happen but leaving them out we'll still have plenty of room 
for controversy and difference of opinion and at the same 
time should be able to adjust our radar scope to see some 
kind of an outline of the kind of conditions that we are 
heading into. 

It is not practical here to go into detail on the studies that 
have been made of the kind of changes that we can expect 
in the market place. Generally speaking, I am listing con- 
clusions here arrived at after consideration of various alterna- 
tive opinions and after exploring the general subject with a 
great many observers. These conclusions have been grouped 
as follows: 


The changing pattern of life and living 

The effect that this will have on what people will buy 
The resulting effects on how they will spend their money 
The necesary adjustments in buswmess thinking 


So let’s first see if we can formulate some general ideas 
about the pattern of life and living. In addition to the fact 
that there'll be more people and higher standards of living, 
there are going to be new products and many new technologi- 
cal developments. We are seeing these all around us; they are 
coming in every year; and they are changing the way in 
which we live. These technological developments are affecting 
us in all fields .. . in our foods, in our homes, in the way we 
dress, in our travel, in our health, in our leisure activities. 

I think we can come to certain conclusions about these 
changes that will come about because of the higher standards 
of living, the more money that people will have, and new 
technological developments. Let me list some conclusions that 
I see happening now and thar will continue to happen. 


1. The mobility of people will continue to increase. 
This means that they'll live where they want to, shop 
where they want to, not be tied down by public trans- 
portation or limited by insufficient electrical or other 
utility facilities. There will be more highways and 
more cars. Telephones, electricity, gas, television will 
be available everywhere. People will do more traveling 
throughout the world. This means that foreigners will 
come to this country; that our people will travel to 
other countries. 

2. The standards of schooling and education will be 
higher, and a larger percentage of people will have 
attended high school and college every year. This 
means that they'll be more sophisticated about the 
kind of thing that they know and want; they'll have 
better taste; they'll be interested in certain types of 
products that they would not have used otherwise. 
For example, it’s been demonstrated that the use of 
shaving cologne by men in any market is in propor- 
tion to the number of men who've gone to college. 
The more men who go to college the more shaving 
lotion they use. Lots of things are learned in college 
other than from books! While many people will be 
just exposed to education, there'll be many others 
whose minds will be developed, who will be interested 
in things that will appeal to the mind that they 
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would not have known about before. They will know 
more about art, more about music, about literature. I 
don’t mean that we will become a nation of “egg- 
heads,” but the percentage of civilized and sophisti- 
cated people will certainly be higher. 

3. People will have more leisure time activities. As 
working hours continue to shorten up, as vacation 
plans become more important, as people retire earlier 
and live longer, there'll be many more people with 
more hours of leisure. Furthermore, these people will 
have a lot more money to spend on leisure time 
activities. In fact, they will be so busy with leisure 
time activities that are fun that they'll not want to 
be bothered with necessary personal activities that are 
not fun. Leisure time activities will change the way 
people spend their money, will change the way they 
dress, will change the way they think. 

4. People will be more secure. As the Federal govern- 
ment takes on more of the responsibility of the 
security of people, as the standard of living rises, 
people will have fewer worries about unemployment, 
about financial problems arising from illness and hos- 
pitalization, about money difficulties. There will of 
course still be people who are poor—the poor will 
always be with us; there wili be people who will be 
improvident; there'll be people who are unfortunate. 
But security will increase, and this will change the 
type of thinking that many people have. It will 
change the kind of spending that they do and affect 
their attitude toward many previous activities. 

5. The age composition of the population will continue 
to change. We can expect a larger proportion of 
young people as the population rate continues to go 
up. And as people live longer we can expect a larger 
proportion of older people. This will have an effect 
on the market—the kind of things that people are 
interested in, what they do with their money, how 
they spend it. 

Now as we consider further these continuing changes in 
the pattern of living, let’s see what effect it will have on the 
kinds of things that people buy—on what they will spend 
their money for. We can come to certain conclusions about 
this. 

1. We can expect that a larger proportion of available 
money will be spent on luxuries and a smaller pro- 
portion will be spent on necessities. As the standard 
of living increases, the amount of discretionary in- 
come increases. People have now covered their neces- 
sities so they can decide what they want to do with 
the money they have left over. It gives them a good 
deal of leeway, which they've not had before. Neces- 
sities have included basic clothing and food and 
housing that a family had to have. They'll still have 
to have those basic necessities but now there'll be 
room for some extra. But the chances are that this 
extra will be spent to a larger extent in other directions 
than in food, clothing and housing. There's plenty 
of room for luxuries in food and clothing and housing, 
and certainly smart businessmen will get a proportion 
of this extra income in these industries. They will 
find people who are gourmets, who like to spend 
their additional money on better food, on fancier 
food, on different varieties of food. They'll find people 
who'll be more interested in fashion and in having 
the right clothes for the right occasion and who 
appreciate the good feeling that comes from more 
luxurious apparel. There'll be people who will want 
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to live in bigger houses, or houses with more gadgets, 
or houses with finer things, or petter decorated, or 
that have more of the elegant living accouterments that 
go with fine housing. 

2. We can expect that people will spend less for products 
and more for services. This is a trend that is already 
with us and is going to continue. Services such as 
the beauty salon, restaurants, appliance repairs. It 
almost takes a full time engineer these days to keep 
the normal household running with its dishwasher, 
its washing machine, its clothes dryer, its heating 
system, its television and radio equipment, its light- 
ing equipment, and the hundred and one other gadgets 
that you have around the modern home. Just for fun 
sometime count up the number of electrical motors 
you have in your home in the various appliances. I 
counted up to over thirty and I’m sure I missed some. 

3. More money will be spent on sports equipment, 
sportswear, and participative activities. With leisure 
time and higher income, the sports field both at home 
and away from home is going to continue to increase 
in importance. But it seems evident that people want 
to participate in sports—not just to be spectators. 
The spectator events are having a hard time. It’s the 
Participative activities that appeal to people with 
their higher incomes. 

4. People will spend less money for status symbols and 
more money for fun and comfort items. As people 
become more secure, the status symbol becomes less 
important—or maybe it just takes on a new form, 
an indifference to pomp and circumstance. Keeping 
up with the Joneses is normal human nature but 
with a mobile population, living longer, better edu- 
cated, with more money to spend, there are so many 
ways they can keep up with them that the approach 
to it changes completely. Perhaps it’s a healthy thing 
to get away from the status symbol, but it requires 
a good deal of thinking and changing in our attitude 
toward the type of marketing that we do. People 
will be much more interested in things that will 
give them fun and comfort under these new conditions. 

Not only will there be a change in the kinds of things 
that people buy but there will be a change in the way they 
buy them and how they want to spend their money. The same 
influences, of more people, more technological developments, 
higher standards of living, and the things that stem from 
those basic root causes, will have revolutionary effects on 
marketing methods in the years ahead. Let’s look at some of 
those things. 

1. I think we can count on continued dispersal of 
shopping areas, Whether we like it or not, downtown 
areas are going to continue to have a hard time to 
hold their own. People will want to shop conveniently. 
They will want to be able to park without expense. 
They will want to avoid traffic. As people themselves 
become more mobile and live at greater distances from 
where they work and with their leisure time activities, 
they will want to shop conveniently near where they 
live or play. While they'll be mobile, with more 
Cars per capita than we've ever seen before, neverthe- 
less they won't want to spend extra money to go 
downtown and pay to park, to fight traffic even though 
they can look at better assortments downtown. They 
won't want to dress up, which they feel they'll have 
to do to go downtown, when they can shop in casual 
clothes near where they live. If they spend their 
weekends on a lake or in the country, they'll want to 
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shop somewhere nearby. 

True, in downtown areas efforts are being made to 
rehabilitate shopping centers, to provide greater serv- 
ices, to make shopping more pleasant, to provide easier 
parking and better traffic conditions. The problems 
haven't yet been solved, however; and until they are 
solved, I believe there'll be a continuing movement 
away from the downtown areas in most of our larger 
cities. There will certainly be some exceptions to 
this and in some cities it is probably already so bad 
that it couldn’t get much worse. To a greater extent 
than popular priced items, luxury items will continue 
to be more important in the downtown areas. 

It’s also true that in certain of the larger cities some 
people prefer to live in the downtown areas and 
new luxury apartments are being built in the down- 
town areas. These help. Where this does occur it 
will offset to some extent the trend toward the subur- 
ban areas. But it’s still not enough. 

This dispersal of shopping may be in a lot of 
different varieties. It may be in free-standing stores 
with their own drive-in parking arrangements. It 
may be in large shopping areas. It may be in small 
specialty single line stores. It may be in the neighbor- 
hood shopping centers that are convenient to where 
people live and want to shop. The areas may change 
rapidly, as new highways are built, as new subdivi- 
sions. are opened up. Careful thought has to be given 
to the constantly changing traffic situation. 
Nevertheless, with the tremendous increase in popu- 
lation that’s facing us, there will continue to be a 
large amount of business done in the downtown areas, 
even though the suburban sections may get most 
of the increase. There will continue to be a lot of 
business done in the older shopping centers and 
the neighborhood centers, even though newer places 
may get a lion’s share of that extra business. Actually, 
the smart merchant should be able to get business 
wherever he’s located. But he needs to be sure that 
his costs are in line with the traffic that he can produce. 


. We can count on the shoppers being better informed. 


They'll be better informed because they are better 
educated. They'll be better informed because they 
have more time and the means to inform themselves 
on what is available. They'll know one brand from 
another and what the differences are. They'll no longer 
be taken in by “puff” type advertising to the extent 
that might have occurred in previous years. It’s part 
of our obligation as marketing people to help educate 
and inform customers as to the finer points to look 
for in the various products, as to the differentiation 
of one brand from another, as to the changing pattern 
in design and service they can expect to get from 
different types of products. There'll be this demand 
for information and it will result in more selective 
and more knowledgeable purchasing. 


. We can count on a trend to easier shopping. But 


this means not only easier from a standpoint of 
location but also easier for the customer to find what 
he wants, to know what it costs, and to get it quickly. 
This is being demonstrated in the movement toward 
self selection. People know better what they want 
than they are able to express to sales people. They 
know what they want when they see it but they 
can’t always describe it. Furthermore, they don’t 
want to have to wait for a sales person; they want 
to be able to find it quickly, look at several choices, 
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decide which they want, make up their mind. This 
tendency shows up in self service as well as self 
selection. Self service represents almost a revolt against 
the stupid kind of service that many retail stores 
have given their customers. The food stores have 
demonstrated that people, regardless of whether there 
is an economy or not, prefer self service. They want 
to see what's available, make up their mind without 
any argument about it, select the items themselves 
and not have to wait for a clerk to get through waiting 
on somebody else. It is true, of course, that there are 
some items on which self selection and self service 
will not work. When a man buys a suit of clothes 
he has to have somebody help him with the fit of it 
He may still want to go through the stock and see 
what's available and pick out what he likes, and that 
merchant who makes it easy for him to do this is 
going to be the one that will get the business. There 
are certainly going to be luxury products and expensive 
products—products that are bought only very oc- 
casionally, where the shopper will insist on extra 
service. There of course are going to be all grades 
in between, but the basic principle is that shopping 
must be made easier, because customers want it that 
way. 

4. Shopping is going to be more fun and more interest- 
ing. It is going to be this way because smart merchants 
who will be the winners in the competitive battle 
will make it interesting and will make it fun. There 
are some stores it is fun to go in, and others it’s a 
chore. You go in there because you have to. The way 
the merchandise is arranged, the variety that is 
offered, the interesting items that are offered—all 
can make an attractive proposition out of any retail 
store. Merchandise can be educational, it can suggest 
other types of uses and new merchandise that the 
person did not know about before; it can offer sur- 
prises for other members of the family, fun items, 
gift items, sports items. Shopping can be made an 
occasion for fun, fun for the family, interesting and 
educational for those who are desirous of knowing 
about what kind of things are available. 

. We can count on the further development of low 
margin retailing. Technology has brought in many 
wonderful values from a manufacturing standpoint. 
From a distribution standpoint, the costs have gone 
up and up as retailing has become more and more 
expensive. Tue dispersal of retailing, <elf selection, 
and self service, technological developmenis, are going 
to open up the way again for low cost retailing, for 
mass methods of distribution that will give real values 
to the consumer. This is going to be forced one way 
or another and we are seeing it right before our eyes. 

6. We can count on more convenient hours for shopping. 
Customers are going to want to buy merchandise when 
they want to buy it and not when the store says it 
suits them. This means more night openings, more 
Sunday openings. It may mean more mail order busi- 
ness, through telephone offices that may be available 
night or day. It’s going to mean finding out when 
the customer wants to buy and offering him the service 
at that time. All this has to be done without increasing 
the cost; and while it involves problems, we will 
certainly see these problems solved as time goes on. 

Up to this point I have not mentioned discount stores 
by name and yer there is probably more conversation and 
discussion about discount stores than any other single develop- 
ment in the field of marketing. Actually, I have made reference 
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to certain factors in discount retailing but this subject needs 
special attention. 

In discussing discount stores it is necessary to define the 
term and this becomes very difficult. Originally they started 
up during the post war years selling mainly appliances with 
well known brand names at less than the regular retail price. 
Most appliance manufacturers finally gave up trying to stop 
this through application of Fair Trade laws, or cutting off 
undercover operators or pressure of one kind or another. From 
appliances, the discount stores went into soft goods, drugs, 
many other types of products. They worked on low margin 
basis, operated with limited overhead and limited capital. 
Self service, with checkout counters, was a natural develop- 
ment. They started on a cash basis, no delivery and no ex- 
pensive atmosphere. However, they now in many cases can 
arrange installment financing, home delivery, services of one 
kind or another. Certain devices have been used such as 
membership fees with a so-called closed door operation, con- 
veyor deliveries from a stock room, unusual hours including 
many Sunday openings. The discount stores have expanded 
rapidly, many new companies have started up with limited 
capital and limited management, and every city in the country 
is being ringed with a great variety of new and large stores 
of this sort. 

These stores have a certain novelty appeal and every new 
store with a smart promotion gets a lot of attention. Basically, 
however, they represent low margin retailing and there is 
a most important place for low margin retailing. The discount 
stores in many cases are trying to get away from the word 
“discount” because, as a permanent thing, there can be no 
such situation where a nationally advertised product is sold 
at two different prices in the same community. All stores 
will sell at approximately the same price or else some stores 
will not carry products sold by other stores where they cannot 
meet the price. Selling well known brands at a discount must 
be a temporary thing. Actually, on appliances the regular 
department stores have met the prices of the so-called discount 
stores. 

However, on many lines of merchandise, brand names are 
not as well known and there are such things as private 
brands and exclusive sale arrangements that are maintained. 
There is no doubt that low margin retailing is possible and 
will be an important factor. Regular department stores can 
do the same thing in their budget shops and basement opera- 
tions. Chains can streamline their operations. Actually, many 
of the chains and department store groups do a smarter job 
of buying than some of the so-called discount stores and thus 
are able in that way to offer some unusual values to the public. 

But we can expect to see more low margin retail operations, 
smartly promoted, with fresh thinking on pricing, store hours, 
display, self selection and self service. Some of these will be 
old line companies who are now doing a superb job and will 
continue to do so. And some of the present highly publicized 
discount businesses will be out of the picture because they 
were not built on a sound financial foundation. 

The manufacturers with a well known brand can follow 
the electrical manufacturers—sell the discounters and let 
them set the retail price for everybody. If department stores 
need the brand they have to meet the price. Or the manufac- 
turer can sell to the regular department store on an exclusive 
basis and enforce the exclusivity. Or the manufacturer can 
sell on a private brand basis or have two or more brands. 
But he can be sure—and the discounters can, too—that the 
same branded product will not for long sell at two different 
prices. Discounting as such can only be a temporary matter. 
But low margin retailing is not temporary and will become 
much more important. 

What kind of adjustment must we make in our business 


———— 





ot. Ae 


“i = ee £A ee Of 


gene 
char 
hous 


maki 
hold. 
It is 


DAY 
needs 


e the 
tarted 
with 
price. 
) stop 
ig. off 
From 
drugs, 
vargin 
apital. 
velop- 
10 eX- 
*s can 
f one 
ich as 
, con- 
luding 
anded 
imited 
ountry 
stores 


y new 
sically, 
ere is 
scount 
- word 
be no 
is sold 
stores 
stores 
cannot 
t must 
regular 


iscount 


nes are 
private 
tained. 
le and 
res can 
opera- 
, many 
ter job 
id thus 
yublic. 

rations, 
» hours, 
will be 
nd will 
blicized 
se they 


follow 
ind let 
t stores 
anufac- 
«clusive 
rer can 
brands. 
hat the 
jifferent 
matter. 


become 


yusiness 


an 





ROGER ALTON PFAFF 


thinking to meet these rapid-fire changes in marketing and 
in consumer trends? Smart manufacturers and merchants are 
adjusting themselves every day as they constantly study the 
results of these changed patterns of living and buying and 
selling, and these changes are going to get more rapid and 
more revolutionary as time goes on. The successful com- 
panies that meet these problems among other things will 
certainly do the foliowing 

1. They'll keep themselves flexible in their thinking and 
their action. Even less than before, traditional methods 
of doing things will not be any reason for cantinuing 
to do them that way. This will apply to locations, 
to methods of display, to methods of advertising, to 
methods of buying, to inventory control, to hours of 
store opening, to services for customers, to every other 
phase of the operations. 

2. Even more than ever before, businessmen are keeping 

their ear to the ground. The leaders, the ones who set 
the pattern, who determine the strategy of the busi- 
ness, must either themselves or through people on 
whom they can rely, have a clear pipeline to under- 
stand the changing trends in consumer thinking and 
consumer desires. They must have intuitive people 
who can analyze these trends, stay a jump ahead to 
see what they will be six months and a year from 
now, trends in the way people live, where they want 
-to shop, what they want to buy, how they want to 
buy it. They'll have to maintain an atmosphere of 
communication throughout their whole business that 
will make it possible to pass along news of these 
changes that determine trends so that their whole 
organization will understand which way they are 
going and why. 

3. The successful business will be more st.eamlined than 
ever before, more decentralized as far as tactical de- 
cisions are concerned, and more centralized as far 
as future planning is concerned. The leaders of the 
business must be realistic, able to make decisions even 
when they know that a percentage of them will be 
wrong. They must be prepared to make decisions 
that will involve the scrapping of considerable in- 
vestments when they believe that a changing trend 
requires it. 
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4. A successful company in this changing pattern must 
be a strong company .. . strong financially, able to 
make drastic changes when necessary, strong in re- 
serves of manpower as well as finances to take care 
of emergency situations and to move into new 
conditions. 

5. And then these successful companies of the future 
will be those who will be constantly searching for 
three particular types of leadership—they'll need lots 
more types of people tian these, but these three types 
are the hard ones to find. The first type is the in- 
novator, the creator, the avant garde, people who are 
thinking in new terms—in products, in services, in 
presentation, in display and advertising—the artists, 
the people with ability to use words, people who can 
understand the function and the beauty in design. 
These people are few and far between; every business 
needs a few of them. The second type that every 
business must have and that are few and far between 
are the leaders, men of decision and imagination, who 
can plan to the future with good judgment but who 
have a solid footing of realistic common sense to keep 
from being carried off along unsound routes. They 
will always be cautious enough to have reserves to 
fall back on but not so coutious that they will delay 
making decisions. They will have the courage of their 
convictions. A business needs a few of these men, 
and there are very few to be found, but every business 
must have some of this executive ability if it is to 
be successful, particularly with these rapidly changing 
events. The third type that every business must have— 
and again, a small number of these—is the kind that 
have drive and ambition and determination to get re- 
sults, using the facilities that they have at hand, using 
them to the fullest possible extent and applying their 
energy and resourcefulness to overcoming all obstacles. 
These people are not the planners and decision makers 
who exercise judgment nor are they the creators and 
innovators, but they furnish the drive that keeps an 
organization at high pitch and provide that extra 
element of spirit that makes the great difference 
between the mediocre concern and the concern that 
is successful to meet all kinds of conditions. 


Your Church: 


Wishing Well? 


DAILY BEHAVIOR PATTERNS 
By JUDGE ROGER ALTON PFAFF, The Superior Court, Los Angeles, California 


Delivered at annual meeting of the Episcopal Churchmen’s Association of West Missouri, Kansas City, Missouri, 
October 16, 1961 


HE HOLY SCRIPTURES tell us that “Whereas, the 

body without the spirit is dead, so faith without works 

is dead also.” I find that our Episcopal churches fall 
generally into two classes, which I will take the liberty of 
characterizing as the “Wishing-Well” church and the “Light- 
house” church. 

The “Wishing-Well” church is usually pleasing to the eye, 
makes no great personal demands upon its communicants, 
holds the required services of divine worship, and little else. 
It is characterized by empty pews, an unbalanced budget, 


partial or no payment of diocesan assessments, no missionary 
or evangelical program. 

The “Wishing-Well” church just exists, a sterile symbol of 
Christian respectability in the community. And like a wishing 
well, it receives token contributions—dimes instead of dollars. 

The “Lighthouse” church may be large or small, but it 
is a beehive of activity. It has a planned prograni of com- 
munity service, concerned not only for the individual welfare 
of its own members, but ,for all persons in the community. 
Social activities are provided for youth and adults. Its priest 
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and laity are dedicated to winning men and women to Christ 
through a positive program of Christian stewardship. 

The “Lighthouse” church radiates religion. Its Confirmation 
classes keep breaking records. There is never sufficient room 
for Sunday School classes. The pews are full for all three 
services Sunday morning. Each year the budget is bigger— 
and balanced. 

We should al] make an honest appraisal of our own parish 
or mission, and ascertain what we are maintaining—a Light- 
house or a Wishing Well. There are many tests by ‘which 
we may gauge whether we are fulfilling our obligations of 
Christian stewardship. I will mention only a few: 

1. How many new members have you added to your church 
roster, outside of those who come from existing communicant 
families in your church? 

2. Are you performing those acts of Christian brotherhood, 
such as visiting the sick, helping people get jobs, counseling 
individuals in personal problems—all those acts of Christian 
fellowship which are performed as a matter of course by 
fraternal and service organizations. 

3. Do you hav2 a rotating vestry, which not only affords 
an opportunity to inject new blood into the administrative 
life of the church, but also psychologically boosts the morale 
of laymen by making them feel they are needed and that the 
church is not dependent upon a select few for its success? 

4. Do you have an active mid-Sunday morning family 
service with a children’s choir and interesting adult classes? 

5. Has your church attendance increased during the past 
year, or does attendance represent the same faces at the same 
services, sitting in the same pews, except, of course, on Christ- 
mas and Easter? 

6. Is your Sunday School manned by trained teachers, or 
is there a search each Sunday to find volunteers to man one 
or more of your classes? 

7. Do you conduct any campaign among your students to 
encourage them to bring their friends to Sunday School? 

8. Do you keep in continuous contact with the parents of 
your Sunday School students to interest them in attending 
with their children? 

9. Does your rector give any thought to his sermons, or 
are they just “Bubble and Squeak” dull and lengthy discourses? 
I might explain that “Bubble and Squeak” is a name given 
an English dish, which consists of putting all of the left-overs 
in the ice box into one skillet and warming it all together. 

10. Is your service of divine worship routine, the prayers 
recited in trip hammer tempo, the entire service simulating 
a race between rector, organist, choir and congregation? 

At the conclusion of a Washington’s Birthday Corporate 
Communion in Los Angeles a prominent layman of the dio- 
cese said to me, “This is the most impressive Holy Communion 
of my life. When the Bishop celebrates, it sounds like he is 
saying the prayers for the first time.” Our divine worship 
would be much more meaningful, as well as impressive, if 
we celebrated each service of divine worship as though for 
the first time. 

11. Is there any family social life in your church? That is, 
frequent friendly family get-togethers at social events in the 
parish house, such as potluck suppers or picnics? I mean, 
social events at which no mention of fund-raising for the 
church is the purpose for the gathering. Too many church 
members do not even know the names of their fellow com- 
municants. The Body of Christ withers away with strangers 
at the Communion rail. 

12. Do you have a planned program of lay participation in 
the activities of your church, not only in the administrative 
side of the church, but also in services of divine worship? For 
example, a large roster of ushers, and even lay reading of the 
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lesson at morning worship by laymen who are not lay readers. 
Wherever this practice has been adopted, it has met with 
outstanding success. 

13. Have you any comprehensive program for youth in that 
age group which is largely forgotten in Christian education 
and social relationship? I refer to the older teen-age group of 
high school and college age. This is the very group from which 
the Communists recruit their largest membership. It is said 
that every man must have a faith of some kind, and if we 
fail to provide a Christian faith for these young people we 
have only ourselves to blame if they fall prey to the false faith 
of atheistic materialism. 

14. Finally, are you a friendly church? Do you cordially 
greet newcomers and salute the oldcomers? Do you ascertain 
the name, address, and other facts about a newcomer and then 
follow it up with a call by the rector or some lay person? 
Do you have any program of lay visits? Annual pledges will 
be much easier to secure if home contacts are made other than 
during the Every Member Canvass. 

Not too many years ago the church and a few fraternal 
orders were the centers around which most of community life 
revolved. It has been my observation that those churches today 
which have a well-rounded program of social activities in- 
tegrated with the work of the church seem to have no mem- 
bership or financial problems. 

This does not mean that we should de-emphasize or neglect 
the foundations of our faith,—corporate worship, corporate 
confession, corporate communion. The entire sacramental life 
of our church is vital and all important. 

Equally true is the fact that the church does not exist for 
itself alone, but to witness to Christ. The church that satisfies 
the required number of services of divine worship, baptizes, 
marries and buries, and little else, is somewhat like a light- 
house that has a revolving beacon but no light to pierce the 
pagan darkness and illuminate men’s souls. 

What does the church offer the individual? The church 
offers comradeship to a community of lonely people; it 
furnishes rich experiences and character building in services 
to our fellow men; it preserves marital ties and unites and 
strengthens the family in the midst of divorce and broken 
homes; its spiritual therapy brings peace of mind and soul 
to frustrated and emotionally unbalanced individuals; it pre- 
sents a blueprint for successful and purposeful living to a 
harassed humanity that has lost its bearings in a strange sea 
of conflicting ideologies; it stands four-square against athe- 
istic Communism; it furnishes the leaven to bring conflicting 
elements of our highly industrial and integrated society to- 
gether in a spirit of brotherhood and mutual helpfulness; and 
finally, it supplies through Jesus Christ, the Prince of Peace, 
the only hope of concord and amity among men and the 
institution and perpetuation of permanent world peace. 

I am sure that all of us can agree that the above objectives 
are desirable and necessary, in fact, essential, if we are to 
follow our Lord’s Commandment to be faithful Christian 
stewards. But the secret upon which our success depends is 
= endeavoring to compete with or outdo the local country 
club. 

The fundament underlying all Christian endeavor is an 
overwhelming, confident and sublime faith. After many years 
of association in laymen’s work I have come to the conclusion 
that it is “what we believe” that is all important. 

And what do we believe? 

If we believe in our hearts and minds what we are required 
to believe if we are to call ourselves Christian, then there 
would be no question that a large portion of all of our 
economic, political and social problems would be solved. 

Do we truly believe that Jesus of Nazareth is Christ, the 
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son of God, who was sent to live among us as an example of 
perfect man and who died on Calvary to redeem us and 
insure to us eternal life? 

Do we truly believe in the Resurrection and that there is 
a Communion of Saints, as so beautifully stated in the Book 
of Common Prayer? 

If we do so truly believe, then I am sure you will agree 
with me that every one of us should be the most joyful 
person on this planet, for in this life we can be animated, 
inspired, ennobled and protected by Divine power and are 
promised eternal and everlasting life in a happy hereafter. 

If every Christian really and truly believed what his faith 
tells him he must believe, then we would never need to ever 
have an Every Member Canvass or to conduct promotional 
campaigns to insure regular church attendance. 

Is it not true that there are far too many of us whose faith 
is faint; whose routine recitation of the Apostles Creed 
amounts to little more than lip service to eternal truths; that 
our meager contributions of time, talent and treasure to the 
church is somewhat like the man who takes out a small fire 
insurance policy just to be on the safe side. 

At this point let me make one fact crystal clear. I have no 
pat answers to these perplexing and troublesome questions. 
But we should never cease to search for satisfying and 
meaningful answers. Blind faith will certainly not solve the 
problem. 

Perhaps several historical events can shed some light upon 
this subject and provide a blueprint for dynamic Christian 
action. 

Looking back nearly twenty centuries ago we can see in 
our mind’s eye those brave and devoted apostles gathered 
together after the Crucifixion on the ancient Hebrew Day of 
Pentecost. One can only imagine their troubled thoughts of 
the uncertain future, the dangers they would encounter, the 
sacrifices they would be called upon to make to create Christ’s 
Kingdom on earth. 

Then we are told they became changed men, changed 
because God filled them with the Holy Spirit. No longer were 
they common men with feet of clay, but uncommon men with 
hearts fortified and souls kindled with the divine fire— 
courageous crusaders who were to create a world spiritual 
revolution. 

It was the irresistible force of their sublime faith that 
carried the Cross of Christ to victory over paganism. 

What characterized the holy apostles and the early Chris- 
tians? 

They were passionately convinced of the divinity of Jesus 
Christ. They were unafraid to profess their Faith, and proud 
to practice it; they were fearless unto death to preach the 
“Good News” and tireless in their missionary zeal to promote 
Christ’s Kingdom on earth; they were devoted to one another 
—a third race, first in loyalty to their Christian faith, a royal 
priesthood. Above all, they practiced what they preached— 
they set the good example. Their souls were so filled with the 
Holy Spirit that they drew others to them and to the Christian 
faith like an irresistible magnet. Finally, they understood what 
the world too often has forgotten, that we cannot have the 
brotherhood of man without the Fatherhood of God. 


Let us remember another group of fearless and inspired 
men who met in the City of Philadelphia nearly two hundred 
years ago. They created a new form of government, based 
upon the preservation of the divine rights of man. And they 
said, “We mutually pledge to each other our lives, our 
fortunes, and our sacred honor.” 

They believed in individual freedom and the sanctity of 
the indiivdual. They built the temple of republican, repre- 
sentative government on this continent in the spirit of the 
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deathless words of Nathan Hale, when on the gallows ‘he 
said, “I only regret that I have but one life to give for my 
country.” The United States of America is today the wonder 
and envy of the world because our forefathers loved their 
country, believed in its precepts and purposes, and were 
willing to fight, and if need be, die, to defend and protect ic. 
How majestic and inspiring they appear in comparison to 
certain weak and cowardly present-day pacifists who proclaim 
as their motto, “I'd rather be Red than dead.” 

Experience has provided us with certain tried and proven 
religious practices which will strengthen, deepen and vitalize 
our faith. Let us examine several of the more important of 
these historic religious practices and then ask ourselves whether 
or not they are a part of our daily behavior patterns. 

First:—Do we make a practice of religious reading and 
study? If we are illiterate about the facts of our faith and are 
unable to answer questions posed to us by non-Episcopalians, 
then our natural reaction is to mever mention our grand old 
church because we are scared to death that if we do we 
are liable to display our colossal ignorance. 

Second—The evangelical function of churchmen is too 
often overlooked and neglected. If we are to comply with our 
Blessed Lord’s commandment that we go forth into the world 
and tell the Good News, I am sure we can all agree that we 
should and must be informed churchmen. To know your 
subject and talk about it is to strengthen your belief in it. A 
salesman would starve to death if he knew nothing about his 
product. 

Third—Regular church attendance and participation in the 
sacramental life of the church is not only an enriching ex- 
perience, but enlarges your spiritual life. 

Fourth—The power of prayer is a source of strength and 
guidance at all times available to us, and yet all too frequently 
unused or misused. Too often we only pray when we want 
something or are in deadly fear that some horrible catastrophe 
is about to overtake us. The fact remains that the most im- 
portant time we need to be attuned with God, and as the old 
hymn tells us, to “take it to the Lord in prayer,” is when we 
are well and prosperous, riding high, wide and handsome, so 
to speak, because it is at these times that we so often as 
individuals and as a nation fail and fall into the greatest error. 
It is at these times that we need to ask, “Not my will, but 
thine, be done, oh Lord.” 

Fifth—We must practice what we preach. We contribute 
little to our personal spiritual development and the advance- 
ment of our church if we do not exemplify and witness in 
our every-day conduct and relationships the fundamentals 
of our faith. We deserve the opprobrious accusation of being 
hypocrites if we pray on Sunday “for the punishment of 
wickedness and vice” and on the other six days of the week 
close our eyes to social injustice, corruption in government, 
or neglect our duties as citizens, whispering to ourselves that 
self interest justifies ignoring these real and apparent com- 
munity evils. 

In St. Mark’s Gospel, the story is told of how Peter, when 
his Master was being led away for trial before the High 
Priest, followed along at the edge of the crowd, and when 
they arrived at their destination he sought obscurity in the 
kitchen among the servants; the story relates that he stood 
with his back to the fire and warmed himself. 

Now, many people would argue, “Why not? Peter was a 
gregarious fellow and the kitchen was warm, and it was 
cold outside.” Also, the kitchen afforded him safe sanctuary 
for the moment and kept him from becoming involved in 
the proceedings against his Master. . 

And some might reason, “Peter was a pretty smart fellow. 
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Why stick his neck out and get in trouble himself?” 

WHY? WHY, BECAUSE JESUS, HIS LORD AND MAS- 
TER, WAS ON TRIAL. 

The success or failure of Christianity depends upon the 
individual Christian. It cannot be purchased like vitamin 
pills at the corner drug store. Its strength lies in personal 
participation and service. Christianity is not a passive form 
of religion. Ir does not permit us to sit under a banyan tree 
and contemplate upon the mysteries of the universe. It tells 
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each one of us that we are our brother’s keeper and calls us 
to unselfish service to our fellow man. 
There is an old story that a skeptic asked Jesus if He had 


any other plan for the salvation of the world if His followers. 


failed Him. Unafraid He boldly answered, “I have no other 


plan.” 
If we are to have a Christian nation in a Christian world, 


we must not only profess our faith, but practice it and 
support it. 


@ 
Property Rights 
BASIC TO FREEDOM 
By SPRUILLE BRADEN, Former United States Ambassador to Argentina 


Delivered at 20th Annual Dinner of The Americas Foundation, New Y ork City, October 12, 1961 


lytic, but nonetheless important, role it played in the 
formation of the Inter-American Press Association, 
tenders this Dinner in honor of that splendid organization. 

By so doing, the Foundation hopes to draw just recognition 
by the peoples of the 21 American republics to the magnificent 
work done by IAPA. Through the years it has grown and 
prospered greatly, serving well not only its members but 
the general public as well. Because of its courageous and out- 
standing accomplishments in the cause of freedom of the 
press (and therefore of all freedoms) IAPA has reached a 
position of such respect, power and widespread influence 
that its every word now is harkened to throughout the entire 
Western Hemisphere. 

The Americas Foundation also is happy to welcome here 
tonight from several neighbouring republics and the United 
States, the heads of a number of the outstanding private 
secondary schools. It is significant that these distinguished 
scholars have accepted the Foundation’s invitation to meet 
in New York in order to consider the possible formation of 
a voluntary association, entirely divorced from government, 
with the object of promoting free and honest education; i.e., 
to emulate in their field what IAPA has done in journalism. 

(Parenthetically, it is pertinent to add that these head- 
masters foregather less than three months after Communists 
seized control of the 14th Congress of la Unidén Brasilefia de 
Estudiantes Secondarios (UBES) which met in the city of 
Goiania on July 17th to 22nd. Perhaps this incident is a 
warning that we must act quickly if we are to prevent inter- 
American secondary education from being penetrated and 
taken over by our enemies. ) 

The Americas Foundation offers to these heads of private 
secondary schools its every assistance in the task of estab- 
lishing their own inter-American association. If such an 
organization can be brought into being, without the slightest 
aid or advice, consent or influence, or intervention from any 
governmental agency, it will be a notable accomplishment in 
benefit of coming generations. 

At our dinner on El Dia de las Americas (the Day of 
the Americas) one year ago tonight, I said: 

“The economic education of the youth of the Americas 
no longer must be left to vote-seeking politicians, to 
Keynesians and pseudo or surrealist economists—or rath- 
er, I should call them left-wing political theorists. As 
these quacks pander to the economic whims and ‘gimme 
something for nothing’ demands of an ignorant or mal- 
instructed populace, socialism, communism, and tyranny 
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will take over; economic decay, moral deterioration and 
the loss of every freedom will follow inevitably. What 
a price to pay for the economic illiteracy which, through- 
out the 21 American republics, prevails to such a dis- 
tressing extent, both in government and in private life, 
in every walk and station of society, high and low!” 

As in every undertaking, if it is to serve a useful purpose, 
education from the beginning must be soundly and honestly 
constructed on the firm rock of truth, otherwise the whole 
structure eventually will topple. This is peculiarly the case 
with economics. If our civilization is to endure, we must 
catch our students young and make them literate in the proven 
and fundamental facts of economics. Simultaneously we must 
expel from their minds any hint of collectivist and welfare 
statism as in the end stultifying, stagnating and unworkable 
doctrines. Still more, must we convince them that socialism 
and communism, whenever tried and persisted in for any 
length of time throughout all history, without exception, have 
brought misery and enslavement to the majority of the people 
and preference or comfort only to a very smal] minority. 

What then is the essential ingredient and simple elixer, 
the élan vital, of economics, which from earliest youth must 
be applied in our schools? 

My answer is that above all else the one elementary and 
basic, unchanging and unchangeable principle which will 
make economics work successfully in benefit of the nation, is 
that: Private property rests first on religion and then, in our 
country, on the Declaration of Independence, the Constitu- 
tion, and the Bill of Rights. 

Private property is hallowed by all Judeo-Christian and 
Islamic religions. It is the moral law of God as revealed in 
the Commandments and the teachings of Christ, Who in one 
of His great parables, put these words into the mouth of a 
leading character: 

Is it not lawful for me to do what I will with mine 
own? (Matthew 20:15) 

Always He emphasized the importance of thrift, industry 
and the right to enjoy and dispose of the fruit of one’s labor. 
Simultaneously, He preached personal generosity. 

The very cornerstone of what we delight to call our “Ameri- 
can Way,” laid in place on July 4, 1776, the Declaration of 
Independence declares that—men are “endowed by their Crea- 
tor with certain inalienable rights, that among these are life, 
liberty and the pursuit of happiness.” (The “pursuit of 
happiness was inserted as the equivalent of property rights. ) 

Our rights proceed from our Creator, from God and not, 
I repeat mot, from any government. Inherent in the phrase, 
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“life, liberty and the pursuit of happiness” is the right of 
ptivate property. For, if we have the right to life, we have 
right to sustain it. 

There can be no other freedoms unless we have the freedom 
to acquire and own, dispose of and earn profits on property. 

Yet this vital human right to property increasingly is 
being flouted on every side. 

I will not delve into the property seizures by the Soviets 
and Iran or the Suez Canal and other incidents. Nor shall I 
impose on your time by describing the myriad of indirect 
confiscations perpetrated in recent years through discrimina- 
tory taxes, especially conceived and trickily enacted laws, 
decrees and regulations; governmental competition and other 


It is pertinent, however, in this gathering to recall that 
the Marxist government of Bolivia, in addition to the only- 
to-be-expected killings and tortures, imprisonments and exiles, 
nine years ago confiscated mines, farm-lands, and other private 
properties. The then Minister of Labor and now Vice-Presi- 
dent, Juan Lechin, boasted that their “Agrarian Reform” 
was more radical than that of the Red Chinese. The socialist 
formula, baptised by the Communists as “Agrarian Reform” 
has brought hunger, not plenty to Bolivia. Both mineral and 
food production, and living conditions have dropped precipi- 
tously, the country is bankrupt and the people impoverished. 

This situation becomes even more odious when we consider 
that the other American republics and we have accepted it 
tranquilly with infrequent and scant or weak protests. In fact, 
the highest U. S. governmental authorities praise the Bolivian 
so-called “reforms” as a model to be followed by the other 
republics. At the same time, the U. S. taxpayers—some of 
whom list their holdings in that country’s confiscations—have 
supported this immoral regime to the tune of about $200 
million. We still finance each year about one-third of that 
government’s budget. 

If thus we seem to talk on principle while we act otherwise, 
I hope it is not so much from dishonesty as from ignorance 
of simple economics; some of those in high quarters just have 
not learned that socializations, such as have been attempted 
in Bolivia, never have and never will work. 

The savageries committed in Bolivia, have been equalled 
in brutality and far exceeded in number by what has hap- 
pened, and still is happening, in Cuba. But when it comes 
to stealing private properties, the Castro regime comes close 
to holding an all-time world’s record. It cuainineed $1 billion 
of the holdings of U. S. Nationals and six or seven times 
that amount from its own people. Yet absolutely nothing 
remotely effective has been done to get back their properties 
or obtain any compensation for our citizens. There has not 
been even adequate official protest by the U. S. government. 

Despite official denials, now, it is rumored in responsible 
quarters, that the State Department is contemplating an 
accommodation with the Cuban Communist government on a 
“let by-gones be by-gones” basis! ie. There will be neither 
compensation for nor return of the stolen properties. If this 
be so, it would be the ultimate cynicism to chill and dis- 
hearten all private investment everywhere. 

It is for these reasons that I recall with nostalgia the days 
when the U. S. government stood forth boldly to protect 
its citizens and their property rights, when it upheld private 
property and private enterprise, as the basic and unchanging 
principles, without which there can be neither freedom nor 
happiness, genuine economic progress nor prosperity. 

Apparently these great principles have been tossed over- 
board, not only in respect of Bolivia and Cuba, but as the 
firmly established policy of the U. S. Government. Many 
evidences of this could be cited, but I will mention only three. 
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1. On April 3, 1961, the Department of State issued a 
policy declaration, the so-called “White Paper,” which advo- 
cated the “authentic and autonomous revolution of the Ameri- 
cas.” If an idealistic “social revolution” and not one of violence 
and bloodshed was meant, then Washington should have 
made that clear and not have bandied about so explosive a 
word as “revolution,” which means the violent and catastrophic 
overthrow of the established order. The Communists will 
take care of preaching revolution. The White Paper did 
make amply clear, however, its disdain for private property, 
by ignoring as inconsequential the Cuban confiscations. 

2. Ambassador Adlai Stevenson, during his recent official 
tour around South America added fuel to the flames tending 
to destroy private property rights when he talked “revolution,” 
the elimination of “feudal” properties and recommended the 
expropriation of nationally-owned holdings as a means to 
carry out the “Agrarian Reform” aspects of the “Alliance for 
Progress.” Remember, he was advocating an “Agrarian Re- 
form” which, according to circumstances, may or may not 
work any better elsewhere than in Bolivia and Cuba. 


Mr. Stevenson’s conversations on this trip irritated many 
Latin Americans as, in effect, he implicitly but nonetheless 
broadly, attacked property rights. As a result, in some places 
the holdings of U. S. citizens were imperiled. 

One of the world’s finest newspapers, La Prensa of Buenos 
Aires, headed by our distinguished colleague, Dr. Alberto 
Gainza Paz, on July 13th, referring to the misery and 
communization of Bolivia and Ambassador Stevenson’s ad- 
vocacy of “revolution,” editorialized in part as follows: 


“Were Mr. Stevenson’s recipe to be applied with 
equal vigor to the other nations of South America, the 
threat of converting the Andes Mountains into a con- 
tinental Sierra Maestra would soon be realized and thanks 
to the audacity stimulated by reciprocal aid and the 
vastness of the scene, there would be offered to Moscow 
and Peiping the happy experience of an imperial con- 
quest reached without firing a single rocket. 

“Such have been and continue to be the effects of a 
‘revolution,’ such as Ambassador Stevenson recommends, 
that if his counsels are carried out, that chaotic regimen 
(of Communism) will be extended to all America, with 
this sole difference: the financing of the chaos will not 
be done, as now, by Washington, but will come direct 
from Moscow, in anticipation of the future production 
of our (by then) enslaved peoples.” 


3. Along with many of you in this room, and others not 
present, I have devoted my most earnest endeavors—in my 
case for approximately half a century, a major portion of my life 
to promoting genuine and lasting friendship between the 
American republics and with them; to helping raise living 
standards; to creating and spreading employment; to aiding 
free labor; and to developing industry, commerce and pros- 
perity. Self-evidently, those of us who in this way have put 
forth these dedicated efforts, want the “Alliance for Progress” 
recently formalized at Punta del Este, Uruguay, to succeed. 
But we also know full well from our own experience and 
from the history of civilization that the “Alliance for Prog- 
ress” inevitably will fail unless it be erected on the firm rock 
of truth. The truth that the job cannot and will not be done 
by government; it must be done largely by private invest- 
ment and private enterprise. The greatest contribution by 
the twenty-one American governments will be to restore 
confidence to both national and foreign private investors; 
to renew and reinvigorate throughout the hemisphere an 
inflexible respect for and an unwaivering protection of 
property rights. 

Alas! Just the opposite has been done. The foundations for 
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the Alliance have” been laid in quicksand. At Punta del Este, 
for the first time in any Pan American or economic con- 
ference, the U. S. Delegation neither defended, encouraged 
nor gave more than a scarcely audible lip service to private 
capital and initiative. 

On the contrary, amidst much chatter by the U. S. repre- 
sentatives about “controlled revolution” or the “revolution 
of rising expectations,” our delegation appeared not far be- 
hind the Cubans as among the most leftist present. 

Ché Guevara's repeated insults to the United States, and 
still more to President Kennedy, were taken lying down and 
without protest. It was a humiliating experience which lost 
us the respect of our Latin American friends, who cannot 
understand our allowing our citizens to be abused and their 
properties stolen. Ché, the real star of the Conference, must 
have roared with laughter inwardly, when the U. S. Dele- 
gation vetoed and helped to eliminate a declaration proposed 
by the Peruvian delegate and Prime Minister, Pedro Beltran, 
and supported by ten other delegations, reaffirming free and 
periodic elections and private enterprise as basic principles 
of the inter-American system. Only at the tag end of the 
Uruguayan meeting was a reference to private investment 
inserted in the final documents and then solely at the instance 
of such Latin American statesmen as Prime Minister Beltran, 
Finance Minister Aleman of Argentina, and others. 

As might be expected, these and many other attacks on, 
threats to, and failures to protect property rights, have so 
alarmed not only foreign investors, but the nationals in the 
other American republics, that many of them are withdrawing 
billions of dollars of their investments where possible and 
refusing to make new ones. 
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The inevitable result will be impoverishment and retro- 
gression throughout the hemisphere. Thus, as proven time 
and again by history, the demagogues with their planning 
from above and false welfare-state and “something for 
nothing” promises, mislead and ruin the people; those of 
modest or humble means suffering the most. 

So bad is the situation that it seems as if some evil genii 
mysteriously: was contriving, through “authentic and au- 
tonomous revolution” to drag the American republics into 
such a morass of socialism as in due course would meld us 
into “One World” Communism with the USSR. 

To save our nations from that fate and preserve our free- 
doms will require the unrelenting dedication, sacrifice and 
fighting spirit of each and everyone of us, with the journalists 
and educators giving us leadership in the front lines. 

Fortunately, with us this evening are two such warriors, 
two such leaders, two brave men who with courage and in- 
telligence already have battled against the overwhelming evil 
of our times, Communism. 

The first of these two fighters, the publisher and editor of 
Diario De La Marina in Havana, has lost his paper and most 
of his worldly possessions. He was forced to flee from his 
native land and take refuge in the United States where he 
continues to battle. He was the recipient of the Americas 
Award last year. Dr. José Ignacio Rivero, pursuant to the 
Americas Foundation tradition, will introduce another great 
American fighter against Communism, one who, while yet 
unscarred, is carrying on with all the vehemence and bravery 
which have always characterized his every act. 

Dr. Rivero, will you please do us the honor to present Dr. 
Ricardo Castro Beeche to this distinguished audience. 


EUROPEAN INTEGRATION, EAST-WEST TRADE & LESS DEVELOPED COUNTRIES 
By G. S. BROWNE, Managing Director, The Fconomist Intelligence Unit, London, England 


Delivered at the Economics Roundtable of the Forty-Eighth National Foreign Trade Convention, New York City, 
November 1, 1961 


discuss with you today are all related. The movement 

towards West European integration, the future of East- 
West trade and the development of the poorer countries, 
must all affect American foreign trade in this decade. ._ «ill 
try briefly to show some of the aspects likely to concern 
businessmen here but I realize only too well that these already 
complex economic issues will almost certainly be further 
complicated by political changes, perhaps shocks. My analysis 
is made with humility and caution but I hope it will at least 
serve as an agenda for further discussion. 


Tis three economic issues which I have selected to 
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First Europe. Recent economic developments in Western 
Europe have already caused U. S. companies some anxiety 
about possible competition. But changing conditions in Europe 
have also provided opportunities for American enterprise, 
and the lengthening list of American owned and controlled 
companies in Europe is evidence that businessmen are aware 
of them. Economic expansion in Western Europe has lately 
been faster than in the U. S. and it is likely to continue so. 

The blue print of the Rome Treaty of 1957 is being swiftly 
implemented. Already customs duties between the six mem- 
bers* of the European Economic Community have been 





*France, Italy, Belgium, Luxembourg, Netherlands, W. Germany. 


lowered by 30 per cent and by the end of this year may be 
reduced to half their 1957 level. It is also laid down that 
by December 1961 all quota restrictions between members 
will be abolished—there are in fact few remaining quantita- 
tive restrictions of this kind still in force. The first move has 
been taken towards setting up a customs union by the initial 
adjustment of national tariffs to outside countries towards 
the proposed common external tariff level. 


This is real progress. In some other branches, however, 
events are moving more slowly, and less evenly. For example, 
the common agricultural policy, which will affect imports of 
foodstuffs by establishing a fixed price level supported by 
levies at the port of entry, has yet to be decided, and its 
formulation is proving a real test of the political will of the 
Six to do what is necessary to achieve integration. In other, 
less vexed, fields the Common Market has taken extensive 
measures to liberalise capital movements in Europe; it has 
undertaken the first stage in establishing the conditions for 
full internal mobility of labour; it is making progress towards 
improving transport facilities and regularising charges and is 
setting up a mechanism to control hindrances to fair com- 
petition. 

The United Kingdom now seeks to join the EEC and in 
the present negotiations it hopes to solve the problems which 
caused its earlier hesitation, agricultural policy and relationship 
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with the Commonwealth. The U. K. will almost certainly be 
followed into the Community by Denmark and Norway— 
now members of the European Free Trade Association—and 
by Ireland. So at the end of the sixties the EEC will probably 
be a ten nation grouping with Greece and Turkey as associ- 
ated members. Provisions may be made for freer trade with 
Austria, Switzerland, Sweden and Finland, but these countries 
will almost inevitably find themselves in a somewhat dis- 
advantageous position through not being full members. 

By seeking to join the EEC, the United Kingdom hopes to 
meet some of its long-term economic needs. It should win 
firm support for sterling and will be guaranteed assistance 
in the event of short-term crises in its balance of payments. 
The burden of aid to under-developed countries will be shared 
‘with the other members, notably Germany and Italy. U. K. 
industry will be given a domestic market not of 52 million 
people but of over 230 million, including only those countries 
which have announced their intentions of joining. This wiil 
mean sharp competition in the U. K. from Common Market 
manufacturers which, some hope, will give British industry 
the stimulus and shakeup it needs. Faced with this challenge 
some U. K. companies will have to become more efficient or 
lose ground, and the need to improve efficiency should provide 
the incentive for increased capital investment by . British 
industry. 

Entry into the CM should also bring in new direct foreign 
investment from other CM members and the U. S. A. By these 
stimuli the British government hopes that U. K. industrial 
output will show a more marked growth rate nearer the high 
level recently reached in Europe. And this should lessen the 
present dangers of inflation. So, for the U. K. the sixties will 
be a period of adjustment, in part painful, but in the long 
run leading to greater stability, during which trade policies 
will be re-orientated from a largely Commonwealth direction 
to a closer European and wider world context. 

The EEC itself, when it becomes a ten nation, or larger, 
community will probably change in character. Its political 
integration will probably be more in the nature of con- 
federation than a close-knit federation, roughly similar per- 
haps to President de Gaulle’s suggestions tor a “Europe des 
patries.” For several reasons, as, for example, the size and 
the variety of national interests, including the U. K.’s Com- 
monwealth associations, a United States of Europe now seems 
too utopian an idea to be realized. The trade policies of the 
larger and economically stronger EEC will probably be more 
liberal towards third countries than at present. Arrangements 
to be made to deal with Commonwealth problems will prob- 
ably mean readjustment of present treatment to certain other 
countries. For example, if low price manufactures from Hong 
Kong are to be granted special treatment this may have to be 
extended to Japan. In Africa the U. K. will attempt to in- 
fluence EEC policies towards a wider world approach to the 
associated territories, which wili probably include the Com- 
monwealth countries. It will seek rather to use international 
commodity agreements for the difficult tropical products than 
to extend preferences in Europe. With its Commonwealth 
commitments the U. K. will be more concerned with looking 
outward, and it is on British influence backed by Holland and 
Germany that third countries including the U. S. A. must 
rely for a more liberal attitude from the Six. 

As to EEC trade policies, as they affect the U. S., they are 
not basically less liberal than are required to meet the ob- 
jectives of the Community. If the CM hopes to offer economic 
advantages to the industries of its member countries these 
must be largely at the expense of outside suppliers. But, as 
tegards trade in industrial products EEC policy is generally 
liberal. It has offered a 20 per cent reduction across the board 
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in its own proposed common external tariff and the offer is 
still being discussed in GATT. The U. S. does not seem able 
to grant any equivalent reciprocal concession, but the EEC 
are probably ready to let their offer stand as, in many cases, 
the first adjustments of external tariffs have been in relation 
to this reduced common tariff. Also if other members of 
GATT offer substantial cuts in their tariffs, the EEC might 
well lower its own by a further 20 per cent. In either case 
tariffs in the sixties will be in general lower than in the last 
decade. For agriculture the CM is pursuing a plainly pro- 
tectionist policy, with the object of achieving European self- 
sufficiency in a number of main foodstuffs by 1965-70. It 
is clear that wheat imports from the U. S. will suffer when the 
agricultural policy enters into force. The import of wheat 
into the Community will be controlled by the imposition. of 
a levy aimed to bring up the landed cost to the CM fixed 
price, the level of which is to be fixed from time to time by 
the CM authorities. 

Finally, I emphasize again that Europe is an expanding 
market. While its own industries expand so do their purchases, 
and so does the purchasing power of the European consumer 
market. For U. S. investment Europe will offer great attrac- 
tions. A plant set up in any one of the member countries will 
have free access to a market of some 250 million with rapidly 
rising standards of living. It may well have the additional 
advantage of being able to export to countries outside Europe 
at costs lower than would be possible in the U. S. Wages per 
hour in West Germany and the U. K. average less than one- 
third of those in the States. 

For direct exports to Europe the outlook is less certain. In- 
dustrialized countries normally provide the best markets for 
other industrial countries. European imports from the U. S. 
have risen 40 per cent in the last 10 years, while trade be- 
tween European countries doubled. In developing American- 
type industries for its much larger integrated markets Europe 
will require American equipment and know-how. But many 
classes of U. S. consumer goods will meet greater competition, 
and almost always the advantage will lie with the company 
established within the tariff barrier. 


EAST-WEST TRADE 


I will turn now to East-West trade because it is likely to 
become an increasingly important factor, whether as danger 
or opportunity, for U. S. trade in the next ten years. Politics 
obviously make prediction a hazardous affair but perhaps I 
may point to a few current trends. 

The foreign trade of the Soviet Bloc has increased very 
greatly in recent years and it is still expanding. Between 1957 
and 1959 this area’s share of total world exports rose from 
10.2 to 12.3 per cent. Most of this increase was within the 
Communist world itself, and the bulk of that trade is Eastern 
European trade. Even so, some 30 per cent is with other 
countries, mainly Western Europe and to a smaller but quickly 
growing extent with the world’s less-developed countries. And 
recent trends in the direction of trade are more significant than 
total figures. Whereas U.S.S.R. total trade increased by 6.5 
per cent in 1960, its trade with Western Europe rose by 
more than 40 per cent. Between 1955 and 1959 trade between 
OEEC countries and Eastern Europe rose by 55 per cent. 


Moreover, it can safely be predicted that the trade of East 
European countries will continue to expand; they envisage an 
annual increase of their national product of 6 to 8 per cent 
for some years ahead, and the planned rate of growth of 
foreign trade in most of these countries is at least 10 per 
cent. According to the Economic Commiission for Europe 
the total trade of Eastern Europe may well increase to $80 
billion by 1980, a fourfold increase over 1958. If this comes 
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about Eastern European trade would equal the value of the 
present total trade of Western Europe, now the largest trading 
area in the world. The rapid improvement in Communist 
standards of living has already been reflected in increased 
trade, particularly that of the U.S.S.R. where imports of con- 
sumer goods have risen remarkably. 

So far, however, the bulk of this trade is confined within 
the bloc itself. How East-West trade will develop depends 
largely on the Communists’ capacity to raise foreign currency. 
At present this is difficult, and may be so for some time yet, 
although Eastern Europe is keen to become not only an ex- 
porter of food and raw materials but also of manufactured 
goods to the West. A very important item in future East 
European trade will be exports of machinery and equipment. 
These amount to some $3 billion per annum today and may 
well rise to $4.5 billion by 1970. 

The Soviet share of these exports is only $0.8 billion, while 
Soviet imports amount to $1.25 billion. Though most of these 
imports have been from Eastern Europe, there has been a 
striking increase in purchases from Western Europe, particu- 
larly of modern equipment for the chemical and textile in- 
dustries, and of electronics as well as automation equipment. 
The East-West pipe-line, the intra-bloc electrical grid, Soviet 
and Polish shipbuilding, food-processing industries throughout 
the bloc as well as licenses and equipment needed for big 
power units and the production of polymers will be major 
fields offering opportunities for the expansion of East-West 
trade. 

The Communist countries certainly require from the West 
a wide range of mechanical and other engineesing goods to 
help equip their industries. So far only East Germany and 
Czechoslovakia have the trade structure of industrial countries 
in their trade with the West. There is still far to go. Their 
demand for equipment will continue to change from basic 
equipment like generators and steel making plant to more 
specialized lines such as high grade machine tools and elec- 
trical machinery. There will then be scope for development 
of further sales to the Communist group. Apart from the 
items I have mentioned the Communists have need of such 
raw materials as wool, and of tropical products. 


Exports from these countries have already worried some of 
us. We have suspected political motives rather than normal 
trade. Yet there are certain goods of which they have a 
genuine surplus. Examples are such minerals as manganese 
ore, bauxite and aluminum, coal and possibly—or sometimes— 
petroleum. Then timber is a traditional export, while farm 
produce, especially eggs and coarse grains, has been exported 
from Eastern Europe for many years, even when Soviet agri- 
cultural production has been below what was required. 

Some Communist trade, both exports and imports, has 
been political. For example, despite needs at home there have 
been considerable exports of machinery to countries like India, 
Indonesia, Iran and Morocco, just to name a few which are 
in the process of developing the industrial side of their 
economies. Exports of this kind are particularly erratic. Their 
timing, prices and quantities will often be embarrassing to 
Western trade. Communist purchases, too, are sometimes dis- 
concertingly propagandist. For example, when Egypt had a 
large disposable surplus of cotton and could not sell it to the 
West, we should not have been surprised when she accepted 
an offer from the Soviet Union. 

We may find this propagandist element for some time in 
Communist trade with the less-developed countries, and the 
West will be constantly having to meet unwelcome competi- 
tion. But political or not, Communist trade with the develop- 
ing countries is likely to grow fast in the next decade. 

According to EEC forecasts Eastern Europe's imports from 
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these countries could well increase—to $5 to 6 billion—by 
1980, half of this amount being in tropical food and the 
other half in raw materials and processed goods. Up to now the 
Soviet Bloc has been giving great concessions to these coun- 
tries in order to expand its markets. Agricultural 
products and raw materials have been bought from the poorer 
countries under long-term a, ents and credits of some 
$2.4 billion were granted between 1956 and 1960. Further 
concessions may be expected, particularly in readiness to buy 
agricultural products and raw materials, as well as consumer 
goods, in order to increase sales of machinery, food and other 
manufactured goods. 

There is no doubt that the expansion of Eastern European 
trade with under-developed countries will increase competition 
in these parts of the world. However, this trade should make 
Eastern Europe more flexible in its policy regarding con- 
sumer goods imports and more of these are likely to be pur- 
chased in the West. The intended raising of living standards in 
Communist countries will reinforce this trend and should 
also lead to increased purchases of modern plant, equipment, 
and “know-how.” 


Less DEVELOPED COUNTRIES 


Finally a word about the less-developed countries and their 
significance in the sixties. For our purpose we can define 
these as countries where the people have very little money. 
About three-quarters of the world’s people live in such 
countries, and the great majority of them subsist on incomes 
equivalent to less than $2 a week. The average for half a 
billion Indians is approximate $114 a week. For comparison, 
gross national product of the U. S. A. is running at a rate of 
some $60 per head a week, and in some European countries 
it is already about half that level. Whatever allowance is 
made for the difficulty of making exact statistical comparisons, 
the poverty in less-developed countries is shocking. 

Of course these countries are not static. Mr. Paul Hoffman 
has estimated that national incomes in 100 main under-de- 
veloped countries (excluding China) grew by 3 per cent a 
year through the fifties but, when the growth of population 
is allowed for, incomes per head grew by no more than 1 per 
cent a year. And most of us believe that on political, stategic, 
economic and moral grounds, this rate of growth is too slow. 
To speed it up is both a duty and an opportunity for the 
richer countries. 

Mr. Hoffman himself proposed a programme to raise the 
rate of growth of incomes per head to 2 per cent a year. But 
the West may well adopt more ambitious targets. Already in 
recent years incomes per head in countries such as Brazil, 
India and Nigeria are estimated to have risen by 2 to 3 
per cent a year. Among more advanced countries, in Eastern 
Europe rates of some é per cent are envisaged, and in Japan 
still faster growth is being achieved. It is not out of the 
question that growth of incomes head in some less-de- 
veloped countries could be speeded to some 4 to 5 per cent 
a year. This would enable them to reach, fifty years from now, 
standards equivalent to those now existing in many parts of 
Europe. 

The advanced countries can help the less-developed econo- 
mies to grow faster by transferring to them either skills or 
the fruits of such skills in the form of industrial products. 
But the less-developed countries have to pay for such imports 
and their chief source of money for this is currency earned 
by their exports to the advanced nations. The level of these 
exports is therefore a vital factor in their economic growth. 
Unfortunately, the exports have increased too slowly in recent 
years. Between 1953 and 1959, the exports from poor countries 
to industrialized countries rose from $18.3 billion to $22.0 
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billion, giving a rate of increase of 3 per cent a year. But 
imports may be expected to rise faster than gross national 
product, and the expansion of exports to pay for them has 
therefore been too slow, especially when it is remembered 
that GNP must grow by about 2 per cent a year merely to 
keep up with population. 

Soviet bloc imports from these countries, although they 
have increased faster, are still much smaller, at $1.9 billion 
in 1959 against $1 billion in 1953. 

There are several ways in which Western policies can 
favour the exports of less-developed countries. The best 
method is by faster economic growth leading to higher de- 
mand in the West, especially in the U. S. and the U. K. where 
growth has been slower than in the Common Market. Another 
method, suitable for some commodities, is the establishment 
of stabilization schemes, which have had some success in such 
major traded commodities as wheat and tin. A third is the 
reduction of tariffs by the advanced countries. This will 
become increasingly important in respect of simple manu- 
factures produced by the developing countries. The U. S. 
already has a good record as:a liberal importer of manufactures 
from countries such as Hong Kong and Japan, and so has the 
U. K. in its tariff-free imports from Commonwealth countries 
such as Hong Kong, India and Pakistan. But if the West is 
to be a good neighbour to the less-developed countries, and 
if it is to build up markets for its capital goods there, these 
policies will have to be consolidated and extended. 

If exports are the developing countries’ chief source of 
exchange, investment is also very important. In 1956-59, the 
aid and investment of the West (including Japan) in less-de- 
veloped countries averaged $7 billion a year. With their 
exports running at just over $21 billion, three-quarters of 
their exchange receipts came from exporting and one quarter 
from investment funds. This is a high proportion and, more- 
over, two thirds of the funds transferred consisted of loans 
and investments rather than grants. Mr. Eugene Black, Presi- 
dent of the World Bank, is therefore right in suggesting that 
the servicing of these loans will be one of the major financial 
problems of the coming years. 

The contribution of different Western countries to economic 
aid has been uneven, and some of the main countries are 
shown in the following table: 
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AID PROVIDED AS PERCENTAGE 
OF GROSS NATIONAL PRODUCT 


1957-1959 
France 1.39 
U. S. 0.38 
U. K. 0.29 
West Germany 0.14 
Sweden 0.01 


Source: UN Report 
Despite current financial difficulties of the U. S. and the 
U. K,, there will certainly be an effort to increase some of 
these percentages in the future. 

The emphasis in the case of recipient countries has been 
equally uneven. 


AID RECEIVED PER HEAD, 1957-1959 
$ 


$ 
Jordan 36.3 Pakistan 1.9 
Libya 31.6 Indonesia 1.2 
Korea 14.1 Brazil 1.1 
Formosa 9.1 India 0.7 


Source: UN Report 

It is in the West’s interest to increase the share of friendly 
and comparatively well-run countries such as India, and it 
is proposed by the “Aid India Club” of Western governments 
to allocate $1.2 billion a year to India during 1961.3, against 
only $0.7 billion a year during 1956-61. 

With this change in emphasis, India is likely to become 
more and more interesting as a market and as a country in 
which to invest. Already India buys about $2 billion of goods 
a year from abroad, and, with a fair prospect of political 
stability and of moderate economic policies, its half a billion 
people, comprising as much as a third of the population of 
less-developed countries, excluding China, provide the basis 
for a very big market as economic growth gets under way. 

All these developments would clearly have vast implications 
for business. On Mr. Hoffman’s cautious estimates, less-de- 
veloped countries could offer the U. S. a market for $14 
billion of exports in 1970. In 1956-59, private U. S. invest- 
ment (including reinvested earnings) in such countries 
averaged $1.2 billion a year. With continued economic ex- 
pansion this average could increase so that, during the sixties, 
U. S. business might invest $15-20 billion in Asia, Africa 
and Latin America. Not only the big companies, but the 
medium-sized firms as well, would contribute to this great 
growth of exports and investment. 
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Our Monetary Crisis 
A SOLID BASE FOR A SOUND ECONOMY 
By PERCY L. GREAVES, JR., Economist, Dobbs Ferry, New York 
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and talk about this great subject. You have heard about 

taxes and now you've got to hear about something else 
which isn’t very pleasant. Well, I’m addressing myself par- 
ticularly to gold, I’m talking also in principle about money, 
because money today is gold whether we realize it or not. 
Money is the most important commodity in the market place. 
It also presents a very complicated problem. Money is at 
least one side of every business transaction. In the case of 


1 IS A GREAT HONOR and a great privilege to be here 


insurance and bonds it’s both sides. 

This most important commodity affects every one of us as 
individuals in our income and in our expenditures. It also 
affects every business firm. But when it comes to knowledge 
of money most, most of us ate minors. The ignorance about 
money is colossal. 

There was a school teacher once who had a big fellow in 
her class whom she considered rather dumb, and as they 
were talking about ignorance she asked him, “What is the 
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meaning of gross ignorance?” He rose to his feet, scratched 
his head and said, “Ma’am, gross ignorance is 144 times plain 
ignorance.” To some extent that’s the problem with which 
we are dealing. 

Money is our most important commodity. Anything which 
affects the value of money affects every one of us, and any 
time we give the power to any group within our community 
to affect the value of money we are giving them the power 
to affect our lives in all of its social operations. 

Before I can talk about the dollar or money I must first 
talk a bit about basic economics—some basic economics that 
is mot taught in our schools today. I'm going to skip right 
into the fact of value. Value is in the minds of men. In the 
days of Adam Smith and Ricardo most men held the labor 
theory of value—that the value of anything was the cost of 
the labor that went into it. Karl Marx held this theory. 

Even today, you'll find a lot of people who still believe that 
a fair exchange is an equal exchange, or stated the other way, 
that only an equal exchange is a fair exchange. Out of that 
thought Karl Marx developed the idea that if somebody 
makes a gain or a profit, it must be at the expense of others. 
This fallacy is abroad throughout the world—the feeling that 
if someone makes a profit, he is doing so at the expense of his 
fellow men. This must be exposed if we are to have a sound 
economy. 

What is the true theory of value? It was discovered about 
1870 by three men in three different countries. It is known 
as the subjective or marginal theory of value. The basic 
thought is, that value is in the minds of men. Each of us has 
a different set of values and our own values are subject to 
instant change. Let me illustrate this because it is funda- 
mental to an understanding of the free market economy. 

You want to buy a suit. You go into a store. You see a 
suit you like. You like the cloth, the color and it fits you. 
The price on that suit is $80.00. If you buy that suit you 
value it as worth more to you than $80.00. When you pay 
$80.00 for that suit you get something on which you place 
a higher value than you do on $80.00. 

What is the scale of values of the man who sold you the 
suit? He has the very opposite scale of values. To him $80.00 
The price on that suit is $80.00. If you buy that suit you 
$80.00, he also gets something on which he places a higher 
value and has given up something on which he places a 
lower value. 

In a free society every transaction is undertaken with the 
idea that both parties expect to gain. We make mistakes. 
When we get the suit out in the light it may be a different 
color or the man may have told us it was one kind of cloth 
and it was another kind of cloth. There’s fraud and there’s 
human error. But discarding these, we enter into all business 
transactions with the idea that we are getting a higher value 
than we give up, according to our own valuation. And the 
man we trade with has the opposite valuation. Every trans- 
action in the free market economy is a movement of goods 
or services from people who place a lower value on them to 
people who place a higher value on them. Every transaction is 
an increase in human satisfaction. 

When you understand this, you grasp the principles of 
the free economy. You also grasp the idea that if anything 
makes a transaction impossible it decreases the satisfaction of 
the people. If we have a sales tax of 10% on that suit, you 
have to value it at more than $88.00, before you buy it. All 
those who put a valuation on it between $80.00 and $88.00 
must go without the suit, and buy something on which they 
place a lower value. The man who would have sold the suit 
goes without the sale and the gain that he would have had 
from the $80.00. The people who made the suit, the workers, 
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the people who gathered the wool go without their satisfaction. 

Everything that limits a free enterprise system limits the 
satisfaction of people. It keeps goods and services where they 
are valued lower and prevents them from moving to where 
they are valued higher. It prevents the higher satisfaction of 
the people. 

Now we all have two sets of values. We have use values for 
things of use to us, but we also, particularly in business, have 
exchange values. Things have value to us for what we can get 
for them. We make things to sell. We make them with an 
idea in our mind what somebody else will pay for them. So 
we have exchange values. That's where we get to this problem 
of money. Money has exchange values. 

But values change. Your values change as your mind 
changes. After you have eaten your lunch, the value of food 
is much lower on your value scale than it was before lunch. 
Your value scales are changing constantly. If your company 
ships you to Florida, the value of an overcoat becomes much 
less. Economist, Lionel Robbins of London uses the illustration 
of this quick change in values. On November 11, 1918 at 
10 A.M. all of the Western World was geared to building war 
machines of great value in winning a war. At 11 o'clock 
that morning we had an armistice. The value of everything 
dedicated to winning the war changed instantly. If you don’t 
believe this principle you can participate in Wall Street and 
experience it. The values of individuals do change and our 
great advantages come from meeting somebody with an op- 
posite value scale on the things we're trying to sell or buy. 

There’s another elementary economic principle I’m sure 
you all know. It also applies to money, but people seem to 
forget that. Those of you engaged in business know that the 
larger the quantity you have to sell under the same conditions, 
the lower price you can get for each item. 

In economics we say other things being equal, an increase 
in the supply means a reduction in the value per unit. That 
also applies to money. For many years we have been increas- 
ing the supply of money, the supply of dollars. You fellows 
have not been increasing the supply of gold relatively or 
proportionately to the increase in dollars. So the value of 
dollars has been falling in relation to the value of gold. That 
means that every dollar is worth less in relation to gold and 
other goods, too. 

The question is often raised, should we devalue? Every 
time an additional dollar is issued that it isn’t against 100% 
gold, we are devaluing. The very act of issuing a new paper 
dollar or opening up a new account in the bank is a devalua- 
tion of the dollar. 

Money is a medium of exchange. It facilitates the trading 
that fosters the specialized division of labor and mass produc- 
tion. Money is thus the greatest tool for the multiplication of 
human satisfaction. It is also the catalyst of the golden rule. 
It permits us to help others as we help ourselves. 

Over the years, other commodities were discarded until 
money became gold. We soon took to issuing paper receipts 
against the gold. Then some took to issuing more paper 
receipts than they had gold o.. hand. We also took to open- 
ing bank accounts with fractional reserves. So today we look 
at money as what we have in our pockets, as paper bills or 
checking accounts. 

It reminds me of those two kids who were looking through 
a knot hole at a nudist colony. They saw all those people 
running around naked. One little boy said to the other little 
boy, “Are they men or ladies?” The other little boy replied, 
“I can’t tell, they don’t have any clothes on.” Today, we are 
so used to these other things as money that we can’t seem to 
realize that money is really gold, which we unfortunately are 
not allowed to own in this country. 
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The short history of our monetary system has been that 
we have had more and more money in circulation and in bank 
accounts in relation to the amount of gold. As J. M. Keynes 
once said, “There is no subtler, no surer means of overturning 
the existing basis of society than to debauch the currency. 
The process engages all the hidden forces of economic law 
on the side of destruction, and does it in a manner which 
not one man in a million is able to diagnose.” 

The first aim of any sound monetary policy must be to 
prevent governments from embarking upon inflation and from 
creating conditions which encourage the expansion of credit 
by the banks. 

After we got into trouble in the early part of this century 
we came up with the Federal Reserve System. When it was 
started in 1914, our monetary supply was 16 billion dollars. 
Its very first job was to serve as an engine of inflation to 
finance World War I. By June 1920 our money supply had 
more than doubled. Those in power then were wise enough 
to realize something should be done and they stopped the 
inflation. We then had a year or fifteen months of depression, 
but we got on to a rather solid basis. But the politicians 
weren't satisfied. They had found out in World War I that 
they could inflate and create easy conditions. 

In 1924, an election year, they increased the money supply 
without increasing the gold supply. They returned the party 
in power back into office. They then had other problems in 
the late 20’s when England went back on the gold standard. 
We reduced our discount rates so that gold would not flow 
out of England into this country. 

Now we must touch a moment on the elementary facts 
of economics life. When you reduce the price, as we said 
before, you can sell a larger quantity. There’s a greater demand 
at a lower price. When you reduce the rate of interest there’s 
a greater demand to borrow money. If you, as a businessman, 
are considering a million dollar transaction and you have 
to borrow it from the bank at a 6% rate, you know the 
interest cost is $60,000.00. If that is more than your expected 
profits, you won't undertake it. If the Federal Reserve System 
then reduces the discount rate to 5%, and the cost is only 
$50,000.00—$10,000.00 less. If this looks profitable to you, 
you borrow the money and go ahead. 

In a free market society the interest rate would drop only 
if there were additional savings available. But when the poli- 
ticians reduce the interest rate there are no additional savings 
available in real goods. When you borrow money you want 
it to buy real goods. When they create money artificially 
there are more dollars bidding up prices and you also have 
a redirection of the whole economy. 

It was this type of situation that developed in the late ’20’s. 
Holding the discount rate below the free market rate enabled 
banks to get more money through their Federal Reserve 
Banks at 34 to 5% and lend it in the stock market at call 
rates of 5, 6, 7, 8 and even 10% at one time, they could 
borrow money through the Federal Reserve System at 5% and 
lend it on the stock market at 10%. When that bubble burst, 
the gold ratio to the dollars in our money supply was higher 
than it is today. 

Later a man who served on the Federal Reserve Board from 
1914 to 1936 had this to say. 


“We have had something of an obsession for easy 
money in the system, a feeling that it makes the at- 
mosphere of business, that it can stop a recession of busi- 
ness and turn a period of depression into one of recovery. 
Up to this day it has never yet been demonstrated that 
any agency can be invented to which power to govern 
the currency could be entrusted without ultimately dis- 
astrous consequences.” 
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As the cynic Menchen once said, “There are now just two 
classes of men: those who work for their living and those 
who vote for it.” Those who vote for it vote for more dollars. 
They're not interested in what real money is. They're 
not interested in gold. They’re interested in dollars. When a 
politician gets behind the “8-ball,” his way out is more 
dollars. So we have had more dollars every time the politicians 
got into a crisis. 

Roosevelt tried to have more dollars in the 30’s. He. wasn't 
very successful in getting started until war broke out in 
Europe. During 1939 and 1940 the Europeans sent their gold 
here and bought our goods and our money supply went up by 
over 114 billion dollars. When their gold ran out, we had 
to keep prosperity. So we invented lend-lease which was 
financed by pumping out more dollars. And every pumping 
out of more dollars was devaluing the dollar making it 
worth less. 

In 1941, before we got into the war, we pumped out 
new dollars to the tune of 6) billions. We pumped them out 
during and after the war. When that “jag” began to wear 
off, we invented the Marshall Plan and “Foreign Aid,” which 
is still going strong. In its first 6 months, this allowed them 
to pump out another 3) billion dollars. When that slowed 
down, we had Korea and the pumping out of another 15 
billion dollars with a very slight increase in the gold supply. 

Time does not permit much detail. I must, however, men- 
tion the situation developing in more recent years. In 1954, 
the discount rate was 114 per cent. It was raised four times 
in 1955 up to 24 per cent. That was an increase of 662/3 
per cent in the cost of borrowing money. It was raised twice 
in ’56 and again in early 57 until it got to 344 per cent. 
In less than three years we more than doubled the cost of 
borrowing money. This made a lot of business propositions 
unprofitable. Business laid off workers and we had a recession. 

In 1957, and 1958, in trying to correct the recession, the 
Federal Reserve pumped out more than 17 billion additional 
dollars and our gold started flowing out. 2.3 billions flowed 
out in 1958. In 1959, we increased our money supply by 
3.3 billion while gold went out to the tune of 1 billion. In 
1960, the money supply went up by 5 billions, whereas the 
gold went out by 1.7 billion. 

Under Eisenhower we lost about 5 billion dollars worth of 
gold while increasing the money supply by more than 45 
billion dollars. So, for years we have had more and more 
dollars with less and less gold. As that situation continues, 
other things being equal, the value of every dollar becomes 
worth less and less. 

Since Kennedy has taken office the trend has continued. 
Now each artificial increase in the number of dollars has been 
devaluing the dollar and this devaluing is hidden because 
Americans cannot get gold for their dollars. Only foreign 
governments and foreign banks and foreigners working 
through their banks and the international organizations can 
get it. 

Another important phase is the reserve situation. Before 
the country today is a plan for doing away with the so-called 
25% gold reserve now required against our deposits and 
Federal Reserve notes. This 25% reserve is quite a misnomer. 
Let me describe the situation. You fellows mine an ounce of 
gold and take it to a Bank or the Treasury and get $35.00. 
Today, most banks only have to keep a reserve of 1614% 
against their demand deposits. So, when that ounce of gold 
is sent to a Federal Reserve Bank your bank can create money 
to the tune of $212.12, including your $35.00. The Federal 
Reserve now requires only a 25% gold reserve of the 
1614% reserve. So they only require $8.75 in gold for your 
checking accounts of $212.12 in the banks. 
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For time deposits it’s much worse. The reserve at the 
Federal Reserve is only 5% for time deposits and 25% of 
5% is only 144%, which is all the gold there need be behind 
time deposits in commercial banks. 

In our central reserve city banks, the demand deposit 
reserve today is 1614 per cent. When Eisenhower took office, 
it was 24 per cent. So, we've reduced the reserves that the 
banks have to keep against your deposits and the Federal 
Reserve can use this money in your bank accounts to buy and 
support Government bonds. The Federal Reserve System today 
is holding a record number of Government bonds, 27.9 billion, 
as published in The New York Times last Friday. In addition, 
foreigners own 2114 billion dollars of short term obligations 
which they are able, under present laws and regulations, to 


turn into gold. 
We also hear a lot about the unfavorable balance of pay- 
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ments. That is the fact that gold is the greatest bargain in the 
United States for foreigners. An ounce of gold for $35.00 
is a better buy than anything else in the U. S., given present 
prices and the labor situation. Foreign central banks are 
not demanding more gold only because, for them, dollars are 
as good as gold. They can get interest and use these dollars 
as a reserve on which to their own money supply. If 
their reserve is 25% and consists in dollars, you can figure 
out for yourself how much gold is behind their money. 

Today we have in office people who have little understand- 
ing of these problems. They are moved by political con- 
siderations. They need more money to keep themselves popu- 
lar. So they go ahead pumping out more dollars. They ignore 
the laws of economics. 

Let me quote from the last economic report of President 
Truman. “The [Full Employment] Act rejects the idea that 
we are the victims of unchangeable economic laws.” These 
people think there are no economic laws and they act as 
if they are free to make their own laws. The present President 
said this in his campaign, The Federal Reserve System “must 
bear in mind the economic objectives of the Administration, 
and I am confident that it would respond to leadership by 
the Administration. In some instances this will mean a re- 
duction in interest rates; at all times the Board and the 
President should work together to achieve national economic 

They want to achieve national economic goals by keeping 
interest rates below free market rates where savings equ 
borrowings. They thus create a greater demand for borrowing 
and this is met by printing more dollars or opening more 
accounts in the banking system. 

Let me read one bit from President Kennedy's recent letter 
urging stable steel prices. He says “A rise in steel prices 
would force price increases in many industries and invite 
price increases in others. The comsequences of such a de- 
velopment might be so grave particularly on our balance of 
payments position—as to require the adoption of restrictive 
monetary and fiscal measures which would retard recovery, 
hold unemployment at intolerable levels and hamper growth.” 

There you have it. We are heading into a controlled 
economy. They want to control our money. They do not. want 
Americans to be free to own gold, and we're not free unless 
we can own gold. 

What is the way out? The best solution would be to find 
out what the dollar is worth today after all these billions and 
billions of dollars have been issued. Some 220 billion dollars 
are now outstanding against a gold supply of 174 billions. 
There are also foreign short term obligations of 214 billions. 
The only way to do this would be to allow Americans to own 
gold and create a free market for gold. 

Then after the value of dollars, in terms of gold, was 
openly established, we could go on a regular gold standard 
with gold coins in the pockets of all Americans who wish 
them, If the politicians started to issue more dollars we could 
put a brake on them by turning our dollars in for gold coins. 

That would quickly put an end to the spending policies. 
But that is probably not the way we are going to go. Nobody 
knows the future, but history indicates that they will create 
an emergency of one type or another and go into controls. 

If we are to remain free, we must regain the right to own 
and use monetary gold and never again let politicians print 
money or get their hands on the money we put in the ~ 
and think is there and which they use to support their bonds. 
Banks should only lend the savings the owners give them 
for lending. When we stop inflation we'll stop the cause of 
depressions and build a solid base for a sound economy. 

Thank you. 














